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EDITORIAL 


As We See It 


Having selected and appointed all members to 
the foreign Economic Policy Commission, the 
President late last week sent a letter to each 
member in which he made the following ob- 
servations: 

“The mission of this group is one of the most 
vital before our country, because our foreign 
economic policy has great meaning, not only for 
2 aaa people, but for our friends abroad as 

“The building throughout the free world of a 
strong and self-supporting economic system that 
can provide both for defense and for improved 
standards of living requires the sound enlarge- 
ment of commerce between nations. 

“Free nations must find ways to earn their own 
living in the world, and we must play our part 
in aiding that effort. We must search diligently 
for ways to widen and deepen the channels of 
economic intercourse among the free nations.” 

The President is, of course, entirely right in 
believing that this body has before it some of 
the most vital problems not only of this country 
but of the whole world. He might have added 
with as much warrant that it likewise had before 
it some of the most difficult problems of modern 
times—or of any other times, for that matter. 
“The building throughout the free world of a 
strong and self-supporting economic system that 
can provide both for defense and for improved 
standards of living” does indeed require “the 
sound enlargement of commerce between 
nations.” 

We prefer to think that the President does 
not mean to imply that the building of such an 


Continued on page 20 





SECURITIES NOW IN REGISTRATION — Underwriters, dealers and investors in cor- 
porate securities are afforded a complete picture of issues now registered with the SEC 
and potential undertakings in our “Securities in Registration” Section, starting on page 30. 


“If the Cold War Stops!”’ 


By HOBART C. RAMSEY* 
President, The Worthington Corporation 


Head of prominent machinery concern maintains, If Cold 
War Stops, the breach created by reduction of govern- 
ment purchases may be far smaller than is feared. Does 
not look for early liquidation of our defense industry, and 
holds substantial defense expenditures may be ex- 
pected in foreseeable future. Contends no severe cor- 
rection of production trend is imminent, since other 
forces besides government purchases will come into play 
promptly. Points to need for large scale public works. 


I will start off by saying that, taking all things into 
account, I believe that “If the Cold War Stops,” the 
breach created nationally by a reduction of government 
orders may be far smaller than is sometimes supposed. 

As a matter of fact, it seems to us 
that world conditions and the heavy 
responsibility which the United 
States has to assume in a world 
where it is the strongest nation, have 
created a need for a long-term de- 
fense industry in this country which 
is certain to be a substantial indus- 
try. I think in a very real sense we 

have a new industry in America. 

How big will that industry be? 
I don’t know. In 1951-52 the nation 
spent about $20 billion. for defense. 
In 1952-53 it was_$39 billion. in 1953- 
54 it will be $43 billion. It*“is now 
anticipated that $34 billion will be 
spent in 1954-55. What change in 
those figures should we expect from 
a prompt end to the Cold War? Many of the experts I 
have talked to think a 50% decline would be large. 


The whole inquiry has, of course, some of the elements 
of that old question: “If I had a little sister, would she 
like green apples?” There are many unknowns and im- 
ponderables. The permutations and combinations are 
many. We haven't any well-defined premises. Exactly 


Continued on page 20 
*Freom an address by Mr. Ramsey before the Alumni Convention 


of the Columbia University School of Engineering, Litchfield, Conn., 
Aug. 22, 1953. 
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A Cheerful View of 
The Stock Market 


By ANTHONY GAUBIS 
Investment Counseior 


Mr. Gaubis, pointing out possibility that investing 
public is again embracing fallacy that stock prices fol- 
low business activity, offers reasons supporting the 
present as affording attractive buying areas for a 
majority of stocks: (1) their fall to 1946 levels despite 
intervening decline in dollar’s purchasing power and 
tremendous increase in corporate assets; (2) substantial 
declines from recent peaks, and (3) low level of prices 
related to demonstrated earning power. Stresses _rela- 
tively favorable position of currently unpopular building 
material and retail groups. 


A headline in a recent issue of “Business Week” sums 
up the current business picture with the statement: 
“Everybody Expects A Recession.” Since this is quite 
true, it means that we are either already in, or are 
about to see, the most widely pre- 
dicted recession in the history of our 
country. 

Although virtual unanimity of 
opinion as regards the business out- — 
look is rare, it is not unprecedented. 
We have to go back only to the 
Spring of 1946 to find a time when 
there were hardly any dissenting 
votes as to the prospect for record- 
breaking peacetime activity for at 
least the following one or two years. 
Many people made the mistake, in 
early 1946, of concluding that the 
majority of stocks were a purchase 
at that time merely because the out- 
look for business was good. We can- 
not help but wonder if this same 


group is not repeating what may be basically the iden- 
tical error in the opposite direction by assuming that 
stock prices will decline during the period immediately 
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The Security I Like Best 
A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


ARTHUR MARX 


President, Wilson and Marx, Inc.. 
New York City 


New York Central & Hudson River RR. 


At this time I would again di- 
rect attention to the New York 
Central & Hudson River RR. 
Michigan Central collateral mort- 
gage 3'%% 
bonds of 1998. 

These bonds 
are secured by 
approximately 
nine shares of 
Michigan 
Central RR. 
stock per $1,- 
000 outstand- 
ing. In addi- 
tion they are 
equally se- 
cured with 
the consoli- 
dated mort- 
Bagge 4% 
bonds. There 
are $19,336,000 of the collateral 
mortgage bonds outstanding. 

Here is a condensed balance 
sheet of Michigan Central RR. Co. 
as of Dec. 31, 1952: 

ASSETS 


Road, equipment and miscel- 
laneous property less depre- 
ciation and amortization of 
defense projects As Theses, “SE 

U. 8. A. Treasury notes series 





Arthur Marx 


$102,720,557 





“A” 144% ~- ‘ c = 1,025,000 
U. 8S. A. Certificates series ‘‘C’’ 

1% ‘* 8/15/53 — maienicaie 5,000,000 
Other current assets__-_ ON 5,429,428 
Deferred assets ; ma 1,502 
Investments in affiiated com- 

ae _-.- 30,659,912 

a $144,836,399 
PATRICK J. 


LIABILITIES 


Capital stcck $18,736,400 


Premium and assessments on 
capital stock --_. ‘ 876,656 
$19,613,056 
Long-term debt 20,223,895 
Current liabilities 477,494 
Deferred liabilities 5,185 

Accrued depreciation leased 
properties 5.314.865 
Surplus 99,201,904 
Total $144,836,399 


The book value is over $600 
a share according to this state- 
ment. These figures are based on 
a railroad of about 1,500 miles 
built around 1850. What do you 


think if would cost today? Let's 
take a look at the figures: debt a 
little over $20 million and 187,364 
shares of stock. On the asset side 
over $30 million investment in 
high grade affiliated companies; 
$6 million in U. S. Government 
securities and $512 million in cur- 
rent assets, all this in addition to 
the 1,500 miles of railroad. 

I think Michigan Central could 
earn over $100 a share operating 
on its own. However, it is leased 
to the New York Central, which 
owns 99.70% of the stock and 
agreed to pay $50 a share annually 
in 1930 when they leased the M. C. 

All the above facts lead me to 
repeat what I said in December, 
1952, that I think this is the best 
bond in the New York Central 
system, which is having a banner 
year in 1953. 


RAFFERTY 


Manager, Research Department, 
F. L. Putnam & Co., Ine., 


Boston 


Texas Gas Transmission and Other 
Natural Gas Transmission Stecks 


The stock market reveals graph- 
ically the general investment phi- 
losophy of the day. Excluding the 
usual number of sharpshooters 
who aim at 
“special situa- 
tions” — in- 
vestors, on the 
whole, have 
developed a 
healthy re- 
spect for re- 
liable and at- 
tractive 
sources of in- 
come. The 
steady de- 
mand for 
“blue chip” 
industrials 
and utility 
eauities bears 
out this general market preference 
for income. In cases where growth 
is offered in addition to income, 
we find compensating premiums 
placed on market values and, ac- 
cordingly, current yields are not 
so generous. It follows that if 
an investor can find an attractive 
current return that is likely to 
continue without paying a pre- 
mium for potential growth, then 
a purchase under such conditions 
falls into the category of “gcod 
timing.” This timing factor is an 
essential ingredient for success- 
ful investing. 


We contend that certain natural 
gas pipeline stocks are offered 
presently at attractive yields and, 
although these companies have 
ambitious expansion programs, 
current prices (for reasons set 
forth below) do not begin to dis- 
count this growth facter. 





Patrick J. Rafferty 


What About Growth? 
The claim that the natural gas 


9 Mass. 


industry is the fastest growing in- 
dustry is a true one—and pipe- 
lines to carry this fuel set the 
pace. One of the most spectacu- 
lar postwar developments has 
been the tremerdous growth in 
the use of natural gas as a home 
heating medium. This trend con- 
inues unabated. Since 1946, the 
total service of natural gas to the 
residential consumer has increased 
approximately 155% and over $2 
billion has been invested in the 
industry to accomplish this. Re- 
cently, the American Gas Asso- 
ciation estimated that the gas in- 
dustry would spend $5.6 billion 
for exnvansion in 1952-56 period, 
of which pipelines would account 
for $3 billion. This means that 
wholesale carriers have to add 
much more mileage to their pres- 
ent systems. 


What About Dividend Income? 


As regulated companies under 
the jurisdiction of the Federal 
Power Commission, it has been 
established by very early Su- 
preme Court decisions that the 
rate of return should be suffi- 
cient to assure confidence in the 
financial integrity of enterprises 
such as natural gas pipel’ne com- 
panies. For common stocks of es- 
tablished companies, this can 
mean only that the ab'lity to pay 
dividends is assured by rate reg- 
ulation. 


in 1953, prices for the “pipes” 
had dropped about 16% from 1952 
highs. It is no secret that the 
Federal Power Commission's pol- 
icies on allowable rate of return 
for the pipeline companies had 
become restrictive. In the cases 
of the Northern Natural Gas Com- 
pany (June 10, 1952) and the Colo- 
rado Interstate Gas Company 
(July 31, 1952), the FPC intro- 
duced a “cost-of-money” theory 
which resuited in establishing 
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New Yerk Central & Hudson 
.avec &#R. Michigan Central 
Ccli2teral Mortg2¢e 34s of 1998 
—Ar hur Marx, President, Wil- 
son avd Marx, Inc., New York 
City. (Page *.) 

Tex?s Gas Transmission Co. and 
Other Naiural Gas Transmission 
Stocks — Patrick J. Rafferty, 
Manager, Research Department, 
F. L. Putnam & Co., Inc., Bos- 
von Mass. (Page 2) 











544% as a fair tate of return for 
Northern and 5°4% as adequate 
for Colorado. Whereas the Com- 
mission assumed that the “cost-of- 
monev” theory would assure fi- 
nancial confidence in the sound- 
ness of a utility, it actually pro- 
duced the opposite. The net re- 
sult of letting the ‘“cost-of-money” 
theory ‘influence rate decisions 
was the removal of the growth 
and leverage factors from market 
values of pipeline common stocks. 
Equity financing of future proj- 
ects was in danger of being 
shelved. For the past 12 montns, 
pipeline equities have settled back 
to prices reflecting a straight in- 
come basis. In some instances, 
where FPC rate decisions were 
long overdue, prices gave evi- 
dence of doubt as to the continu- 
ity of the common dividend. 

The turnabout in the industry’s 
prospects occurred several weeks 
ago by a new decision of the 
present Federal Power Commis- 
sion. With two Eisenhower ap- 
pointees absent, the Commission 
—by a two-to-one vote—approved 
for United Fuel Gas, a subsidiary 
of Columbia Gas System, a 
rate increase that is calculated to 
result in a 6%% return. This 
marks the abandonment of the 
“cost-of-money” theory under the 
previous Administration to keep 
this return between 5% and 6%. 


Texas Gas Transmission 

Since the United Fuel Gas de- 
cision, confidence has been re- 
stored in the future of the pipe- 
line industry. Th’'s is reflected by 
a lively market demand for 
equities in the group. Currently 
offered to yield an _ attractive 
5.6%, we think that Texas Gas 
Transmission common is the more 
timely -and conservative purchase 
for the following reasons: 

(1) Compared with earnings of 
$1.14 per share for 1952, we are 
estimating a 58% improvement 
for 1953—in the vicinity of $1.80 
per share. Net income for the first 
half of 1953 was $0.88, compared 
with $0.70 for the first six months 
of 1952. These earnings ref ect 
the recent granting of an $8.5 mil- 
lion rate increase by the FPC 
(Texas Gas had asked for $8.75 
million). The current rate of 
earnings indicates that Texas Gas 
Transmission common is selling 
out of line on a price-earnings 
basis with other pipeline equities. 
Furthermore, looking at other 
pipeline companies, the dividend 
payout of Texas Gas appears most 
eligible for an increase. 

(2) This company has been op- 
erating for five years and, in t*at 
period, it has tripled the capacity 
of its pipeline delivery system 
which reaches into three major 
gas supply areas and provides a 
direct double trunk line to mar- 
kets in Louis’ana, Arkensas, Mis- 
sissippi, Tennessee, Kentucky, IJI- 
linois, Indiana and western Ohio 
Delivery capacity is one of the 
largest and yet the hauling dis- 
tance from well to consumer is 
one of the shortest. indicating that 
the line will be able to supply a 
cheaper and more com p>ti ive fuel 
to Texas’ 41 public vtility cus- 
tomers than most of the other 
lines to theirs. Industrial expan- 
sion in the market areas served 
spells further growth. The chemi- 
cal industry, in particular. has de- 
veloped several plants along the 


Continued on page 15 
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Leoking Ahead at 
The Business Pattern 






By H. E. LUEDICKE* 
Editor “The Journal of Commerce,” New Yor City 


Dr. Luedicke reviews forces beh'nd current boom, and sees 
record plant expansion and high industrial activity leading to 
overproduction. Says continued price pressure on commodities 
is likely and there are other “cracks in the boom.” Calls atten- 
tion to “consumer spree on credit” and other signposts of 
trouble. Urges business executives “keep ear to the ground 
and be alert,” but: holds voluntary actions are not enough and 
it is obvious that it will be necessary for government to either 
cushion a decline or reverse it. 


There are times when psycho- 
logical elements and political de- 
velopments, as far as business is 
concerned, are no less important 
than the un- 
derlying eco- 
nomic factors, 
at least for 
the short term 
or interme- 
diate outlook. 

We are in 
one of those 
times right 
now. 

The basic 
fact of our 
political and 
economic life 
for the last 
three years 
has been the 
war in Korea. 


However the termination of that 
war is not the only political and 
economic fact today. 

Instead two additional new ele- 
ments have been injected into the 
business picture recently: in both 
countries that today represent the 
two great antagonistic forces in 
the world there have been 
changes in political leadership: 
the orderly transfer of political 
leadership in this country from 
the Democratic to the Republican 
party and the tumultuous fight for 
political succession in Russia that 
started with Stalin’s death and 
still is far from settled. 


When I had the honor of ad- 
dressing the Graduate School for 
Bank Officers at the University 
of Wisconsin here two years ago, 
my job was to assess the impact 
of the defense program on the 
domestic economy. 


At that time I said that the 
analysis of the business outlook in 
a defense economy required new 
techniques and new yardsticks. 

Looking backward, it now is 
obvious that the job of predicting 
the business pattern for the past 
two years actually was quite 
simple. 

Two years ago everything re- 
volved around the defense-build- 
up. 

Today we must concern our- 
selves with the interplay of eco- 
nomic, political and psychological 
forces. 

Moreover, two years ago the 
defense program could proceed in 
only one direction: that was up. 
The truce in Korea, on the other 
hand, does net mean that from 
now on the defense program can 





H. E. Luedicke 





*An address by Dr. Luedicke before 
the Graduate School for Bank Officers 
at the School of Banking, University of 
Wisconsin, Madison, Wis., Aug. 26, 1953. 


only go in the opposite direction— 
which is down. 

The men in the Kremlin still 
have it in their power to force 
us into another speed-up in the 
defense effort. 


Kremlin Still Scheming 


To be sure, they do no longer 
hold all the aces in the interna- 
t onal game, as they did two years 
ago. But they can still make 
trouble—and we may be assured 
that they will do whatever suits 
their purposes best at any particu- 
iar time. 

Whatever else we may believe 
or do, let us not forget that Rus- 
sia’s over-riding aim remains to 
keep us off balance. 

The chief purpose of Korea— 
from the Russian point of view 
—was to foster inflation in the 
free world, particularly in this 
country. 

The chief aim of the Korean 
truce end the Russian peace of- 
fensive is to pull the rug out from 
under us and to throw our econ- 
omy into a deflationary spiral. 


Once the Russian leaders realize 
that this time they can’t stampede 
us into helter-skelter demobiliza- 
tion, chances are that they’ll do 
something that would have the ef- 
fect of re-kindling inflation here 
—because, from their point of 
view continued inflation is almost 
as bad as a downward spiral for 
ws— because both will ultimately 
weaken the economy from within. 

We have not yet felt the full 
public and political pressure for 
a sharper reduction in defense ex- 
penditures. That will come when 
the Eisenhower Administration 
finds that it can deliver only 
moderately on its tax relief prom- 
ises. 

When that moment comes—and 
come it will—let us be on guard 
against those among us who will 
argue in effect that: “If we can’t 
fool the Russians, let’s at least 
fool ourselves.” 


I 
Forces Behind the Boom 


Before attempting to determine 
where the economy is likely to 
go from here, it is necessary to 
see where we are now and how 
we got there. 

Since the Truman Administra- 
tion—back in 1951—set sail tor an 
$85 billion annual budget and a 
$65 billion annual defense load, 
the defense program has under- 
gone a number of changes—all of 
them in the nature of program 
stretchouts designed to distribute 
the defense load over a longer 


Continued on page 24 
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Value in Valves 


By IRA U. 


COBLEIGH 


Author of “Winning in Woll Street’ 


A swift sketch of a company whose products are in universal 
use and whose sustained growth has been a very real and 
substantial pipe dream — The Crane Co. 


For those whose summer read- 
ing has retrogressed from Mickey 
Spillane, and, mayhap, the Kin- 
Sty meport, 10 a perusal of tnis 
corporate col- 
umn with 
some regular- 
ity, let-me 
suggest that 
the last six 
weeks’ entries 
have included 
a quite ele- 
gant cross- 
section of em- 
inent equities 
— Johnson & 
Johnson, the 
Kendall Com- 
pany, Pitts- 
burgh Consol- 
idation Coal, 
Minnesota Mining, American and 
Continental Cans, the major rub- 
ber companies, Idaho Power Co. 
and Aluminium Ltd. This is 
quite a list and, frankly, a port- 
folio diversified among these is- 
sues alone, would compare quite 
favorably with a lot of investors’ 
lists, and even some of the trusts’. 
This is only mentioned to illumine 
the fact that investment quality 
has been rather stressed here as 
an etesian motif. It continues so 
today. : 

This week’s felicitous financial 
phrases, if any, will be directed 
toward a company boasting a 
business history spanning 98 
years, and a manufacturing and 
sales level making it now the 
largest producer of valves and fit- 
tires in the entire world. 


The immensity and importance 
of this business may have escaped 
you, since you don’t see many 
piumbing items at the 5 and 10 
cent store, or buy them in the 
drug store or super market. But 
the water you drink is valved a 
dozen times from reservoir to 
you; and you don’t turn on the 
electricity or gas in your home, 
or fill the tank of your oil burner 
or motor car, without paying im- 
portant and fitting tribute to 
valve vendors. 





Ira U. Cobleigh 


The Crane Company 


The Crane Co. is importantly 
associated with heavy industry— 
oil refineries and pipelines, rail- 
ways, steel companies, chemical 
plants, electric and gas utilities, 
and most recently the production 
of atomic power. Because of this 
heavy reliance on the demands of 
big dustry. Crane Company has 
usually been classified as a “cy- 
clical” company; and since there 
are some among us who feel we 
are now at or past the top of a 
business cycle, the shares of 
Crane Company have not been 
aggressively purchased in recent 
months. 


The imputed cyclical nature of 
this company’s business is further 
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demonstrated by its important 
place in the building industry. For 
years the Crane line of heating 

muanees, pausrnbing and fittings 
for bathroom and kitchen, has 
been widely sold and renowned 
for quality. In 1952, however, ex- 
tensive price cutting, and, among 
some competitors, a tendency to 
reduce quality to meet the price 
requirements for lower cost 
houses, adversely affected Crane 
‘eo. results from tnis division. With 
the introduction, however, of the 
Crane Sketchbook, portraying dis- 
tinctive designs and plans for 
complete bathrooms, kitchens and 
utility rooms, a new impetus has 
been given to Crane plumbing 
sales; and much better results are 
expected this year due to stressing 
complete room ideas, rather than 
single unit sales. 


Important Subsidiaries 


Some logic can now be intro- 
duced to suggest that Crane Co. is 
moving away from so heavy de- 
pendence on cyclical factors, by 
research and product diversifica- 
tion. For example, Crane has now 

oved ir a bie way into the room 
air-conditioner field. A subsidiary, 
.* -=-ue. aMe., 18 an important 
producer of aircraft components, 
and the company has researched 
new pump and valve improve- 
ments of significance in the en- 
gineering of aircraft gas and air 
turbines. This same subsidiary is 
also entering electronics, with the 
production of transistors. The 
fields of endeavor, just noted, are 
over characterized by great cur- 
rent expansion, and indicate im- 
proved and more diverse earning 
power for Crane Co. 


Finally, let’s talk about titan- 
ium. It’s a magic metal and a 
magic word. (If you don’t think 
so, just watch the gyrations of a 
titanium-prone stock called Ca- 
nadian Javelin on the Canadian 
Stock Exchange.) This metal is 
apparently just the dish for the 
jet age. It’s light, non-corrosive, 
and heat resistant; but it costs 
about $20 a pound. Well, the top 
brass (no gag intended) at Crane 
latched on to this non-corrosive 
quality; they thought that would 
come in handy for valves later on, 
assuming the price of the metal 
could be brought down to earth. 
So they have now signed up a 
contract (Aug. 3, 1953) through a 
wholly-owned subsidiary, Cramet, 
tne.. with Defense Materials Pro- 
curement Agency to construct a 
plant near Nashville, Tennessee 
for the production of titanium 
sponge and titanium ingots. The 
government, impressed by Crane 
research, and its improved pro- 
duction methods worked out since 
1951 (by actual operation of a 
pilot plant) is advancing $25 mil- 
lion to build the plant. On com- 
pletion, this unit will be able to 
turn out about 6,000 tons a year; 
and it will make Crane top dog 
in the field. 


Being thus deeply dedicated to 
the future of titanium, Crane has 
been losing no time in scouting 
for the basic ores, ilmenite and 
rutile. It hopes to have, in due 
course, its Own ore reserves and 
to that end has had geologists 
combing wide areas of North 
America; and it already has staked 
® number of mining claims up in 
Quebec. 


This titanium development. is 
no casual side line; it may be very 
hig. and tie rieht into Crane Co. 
traditional products. For exam- 
ple, titanium is especially resist- 
ant to salt water corrosion; and 
the marine field is replete with 
pumps, condensers, valves and 


turbines, all of which would last 
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years longer were they not eaten 
away by salt water. 

So, in review, we see quite a 
large scale business in Crane’s 
originai tield, vaives, from a taucet 
to a pipeline gate valve, 16 feet 
tali anu weligning 10 tons; 
plumbing and fittings from a 
powder room to a chemical plant; 
and a century old reputation for 
quality. Add to that the new 
horizons of growth in aircraft, 
electronics, and titanium, and 
perhaps you may feel that Crane 
Co. common might, some day, sell 
for something more than its net 
current assets, which is just about 
where it is today. 


Stock Yields 734% 


For the year 1952, gross earn- 
ings totaled $319 million (they 
were only $175 million in 1949) 
and created a per share net of 
$3.96 on each of the 2,360,294 
common shares listed on the N. Y. 
S. E. Ahead of this lies $20 mil- 
lion of 3%% debentures and 
about $14 million in 3%% pre- 
ferred stocks. Carrying these is- 
sues at par, 1952 year-end book 
value was over $60 a share; and 
compares with 29, the current 
quotation. 1952 dividends were 
$2.25. Assuming the cash divi- 
dend is continued at this rate 
(which current earnings would 
seem to justify) a yield of 7%% 
is offered to today’s buyer. 

Since 1949 plant improvements 
and additions have exceeded $40 
million. Important to the future 
of this enterprise is the research 
referred to in the 1952 annual 
report: “We now have some 336 
engineers, a number of whom 
have achieved national reputa- 
tion, and while a great amount 
of effort goes toward improving 
present product—more and more 
time is being spent on wholly new 
developments for the company.” 

When it is perceived that the 
current market valuation of Crane 
common is within a point of the 
two-year low, and way below its 
1946 tov of 49%, when the com- 
pany was far less impressive in 
respect to gross sales, balance 
sheet position, and horizons for 
future growth, it can be seen that 
Crane common is not particularly 
inflated today. 

Crane Co, should not be con- 
sidered for its market virtuosity; 
but to those gifted with the rare 
quality of patience, and perhaps 
attracted by the rather generous 
indicated current yield, and the 
dominant position of Crane Co. 
in its field, the common may not 
seem devoid of merit. It may 
prove to be a value in valves. 


N. W. Gennes Joins 
McGrath Securities 


Nathan W. Gennes has been 
appointed General Manager of 
McGrath Securities Corporation, 
70 Wall Street, New York City. 
Mr. Gennes 
who gradu- 
ated from 
Temple Uni- 
versity has 
over 25 years 
experience in 
the banking 
field, starting 
his career 
with Graham, 
Ross and 
Company. He 
was associated 
with R. V. 
Klein & Com- 
pany previous 
to joining Mc- 
Grath Securities Corporation as 
Sales Manager. 


Joins Morgan Staff 


(Special to Tue FINanciaL CHRONICLE) 


LOS ANGELES, Calif— Meade 
F. White has become connected 
with Morgan & Co., 634 South 
Spring Street, members of the 
Los Angeles Stock Exchange. Mr. 
White was formerly with Dean 
Witter & Co. and J. A. Hogle & 
Co. 


Nathan W. Gennes 





Last of Commentaries on an 
"Inside View of the United Nations’ 


Balance of comments on 


William A. Robertson’s 


article given in today’s issue. 


We present in today’s issue 


the last of the communications 


received in connection with the views and opinions expressed by 
William A. Robertson, Member of the New York Bar, in his article 
“An Inside View of the United Nations” which appeared in the 
“Chronicle” of July 2. Other reactions were published in our issues 


of July 23, July 30, Aug. 6, Aug. 


13 and Aug. 20. 


In the article Mr. Robertson described the political conditions 
that have prevailed (and still prevail) among those countries 
which are currently, or within the past six years have been, Gov- 
ernors of the World by virtue of holding seats in the Security 


Council of the United 


ations. Mr. Robertson detailed the record 


of political instability, featured by wars, revolutions and revolts. 
for each country and contended that in view of the record, it is 


worse than futile to expect them 


to make any contribution to the 


peace objective of the United Nations. 


he remaining unpublished comments elicted by Mr. Robert- 
son’s article appear herewith.—EDITOR. 


DR. V. R. EDMAN 


President, Wheaton College, 
Wheaton, Il. 


I was greatly disappointed when 
the charter of the United Nations 
was prepared and promulgated, 
in that it enlarged rather than 
corrected the 
fatal weak- 
ness of the 
League of Na- 
tions, namely, 
that the exec- 
utive branch 
was hopeless- 
ly weak and 
divided. Mr. 
Ro bertson’s 
study of the 
members of 
the Security 
Council pro- 
vides an ex- 
cellent and 
up-to-date 
study of the members of the 
Council; and his conclusion that 
nothing good can come from it is 
amply justified. 

I have been pointing out these 
factors to students in the college 
for some years, even going to the 
effort to print a little brochure on 
the subject, entitled “Swords and 
Plowshares.” 


WALLACE THORSEN 


Editor and Publisher, 
UN Gram Publishing Co., Inc., 
New York City. 

It is Mr. Robertson’s stated po- 
sition that the nations which are 
members of the Security Council 
of the UN are “governors of the 
world.” 

Rubbish! The United Nations is 
an association of sovereign na- 
tions, not a world government in 
any sense. While it is true that 
all UN action is recommendatory 
except in the Security Council, 
the latter body cannot function 
on any substantive question if any 
of the five permanent members 
use the veto. Any observer of the 
actual workings of the UN, more- 
over, is struck by the lessening 
power of the Security Council and 
the growing strength of the Gen- 
eral Assembly (in relation to each 
other). 


But what Mr. Robertson is try- 
ing to prove is: 

(1) Peace is a commodity only 
like-minded peoples can or should 
join together to obtain; 

(2) The UN is composed of ob- 
viously unlike-minded peoples; 

— therefore — 


(3) The UN cannot keep the 
peace. 


Once again, rubbish! Unlike 
groups can accomplish limited ob- 
jectives at any time. In the area 
of world order we need mention 
only three to prove the point: 
the coalition that defeated Napo- 
leon; the coalition that defeated 
the Kaiser; the coalition that de- 
feated Hitler. 

Or, in the simple field of han- 
dling the world’s mail, over 90 
countries belong to and abide by 
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the joint rules of UPU (Universal 
Postal Union) which has been a 
geing concern since 1§75. 

The key, of course, is the phrase 
“limited objective.” In the case 
of the UN, that objective is defi- 
nitely limited and well-defined: 
(1) to keep the peace; (2) to help 
make it worth keeping by seeking 


_to remove, through group action 


of sovereign states, the root causes 
of war: poverty, hunger, disease, 
ignorance. 


It is true that the UN has pro— 
duced neither universal peace nor 
universal well-being. But it is 
equally true that in Korea, for the 
first time in history, a world or— 
ganization fought against the idea 
of aggression and kept the aggres— 
sors from gaining any territory 
or from wiping out the UN-spon— 
sored Republic of (South) Korea. 
It is also true that the UN’s Tech— 
nical Assistance Program and its 
Specialized Agencies and special 
projects have accomplished a 
great deal in checking cholera, 
plague, TB, yaws and malaria; im 
teaching thousands of people how 
to become useful civil servants; 
in teaching millions to read and 
write; in caring for and feeding 
many millions of war-stricken 
children, ete. ete. 


Surely Mr. Robertson, in his 
obviously painstaking but hardly 
objective research, came across 
no claims by the UN or any one 
else that its members think, act, 
govern and sin alike. In fact there 
is a ton of evidence showing that 
the UN is a conscious effort te 
bring disparate and uncongenial 
dissidents under one roof to “talk 
it out rather than fight it out.” For 
him to show so laboriously that the 
various members are indeed dif- 
ferent, even immoral in his light, 
simply shows that the UN has the 
precise composition it set out to 
achieve. 


Actually, I am well aware, 
many in this world don’t like the 
idea of joining together in any 
kind of long-term commitment. 
To them, it hampers freedom of 
action. It infringes on their sov- 
ereignty. It forces them to slow 
down, or to move over, or to think 
too much about the other fellow. 
It is natural for such people to 
find all sorts of “reasons” why a 
relationship that imposes these 
restraints without compensating 
immediately with rewards that 
outweigh the restraints, is “bad.” 


It is perhaps for this reason that 
Mr. Robertson feels willing, even 
compelled, to condemn most of the 
human race when measuring it 
against Americans. But again, if 
he is really surprised to find so 
little democracy as we know it 
around the world; so few govern- 
ments like ours—he will not shock 
many even casual students of 
world affairs. With more than half 
the world illiterate, the secret bal- 
lot has little meaning for most 
human beings. With over half the 
world sharing a per capita income 
of less than $50 a year, trial by 
jury becomes remote as a problem 
compared to survival. With more 


nh & & OA ew A aA ea oe 


4 ph oe Oe 











pre ab ne reed cheek 30 a ie 
cy of a years, 

i faction is ant t5 bs rathe: 
explosive. 

But times are changing. The old 
colonial days are over. Over half 
the human race has broken away 
from Western domination since 
the drafting of the UN Charter at 
San Francisco in 1945. They have 
either suecumbed to Communism 
or achieved independence in a 
nationalistic dream Mr. Robertson 
could well applaud. 

And in most of the world, most 
ef humanity would, if pressed, 
have less compliments to pay us 
than Mr. Robertson pays them. 
But even if what they say is true 
(and I definitely think most of 
it is net) would that be any argu- 
ment for locking the US out of 
the UN? 

In actual fact, what ‘they say or 

, or what we are or what 
they are, has literally nothing to 
do with the UN’s limited objec- 
tives. All peoples of the world 
can, if they will, agree with it— 
even those who now seek to es- 
cape from its entangling comit- 
ments. 

So far the record is—no world 
war, several small wars prevented, 
one large test war (Korea) suc- 
cessfully weathered. Meanwhile, 
the UN strives with little money, 
remarkable tenacity and frequent- 
ly astonishing results to lessen 
the differences between men 
which Mr. Roberston finds so 
final. 

Fortunately for us all, and for 
the prospects of world peace, they 
are not. 


ELLWOOD C. NANCE 


President, University of Tampa, 
Tampa, Florida 

Mr. Robertson 
is factual, to 
say the least. If 
we can clean 
up the United 
Nations, and I 
think we 
should, it 
could more 
than justify 
its existence. 
It offers more 
hope than we 
have in any 
other agency | 
fer world co- * 
operation and 
peace. 





Dr. E. C. Nance 


CYRUS P. BARNUM 
Les Angeles, Calif. 

My comments regarding Mr. 
Robertson's article will be of two 
kinds—-specific, applying to state- 
ments or conclusions in the body 
of the article 
—and general, 
applying to 
Mr. Robert- 
son’s limited 
view of the 
United Na- 
tions. 


Specific 
Comments 


It is not 
correct to call 
the members 
of the Secu- 
rity Council, 
either perma- 
nent or non- 
permanent, “governors of the 
world.” Critics of the UN fre- 
quently confuse it with world 
government, which they do not 
like, but it is not world govern- 
ment except in their imaginations. 

Mr. Robertson carries on this 
misconception when he speaks of 
“the lower house, called the Gen- 
eral Assembly.” The principal 
function of the Assembly is to 
discuss and. make recommenda- 
tions. In the process, it helps to 
create public opinion which, in 
various instances in its eight years, 
has been a very effective weapon 
—more so than “legislation” might 
have been. 

It is a minor matter, but Mr. 
Robertson’s inaccuracy in stating 


Continued on page 34 
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Following the mid-summer lull over-all industrial production 
perked up slightly last week as many lines increased their tempo. 
Output, according to reports, continued to be moderately above 
the level of a year ago, but down slightly from its post World 
War II peak reached several weeks ago. Both electric power 
output and gasoline production attained new all-time recerds 
the past week. 


Qn the ‘employment front, it was reported that claims for 
on a insurance be ts held noticeably below the year- 
ago . 

Reporting on the current steel situation, “The Iron Age,” na- 
tional metal-working weekly, had the following to say: 


By springing steel loose for other customers, the General 
Motors transmission plant fire has stolen the headlines from the 
most influential development in the steel market today—the 
changing buying attitude of the metal user. No longer pan- 
icked by shortage into long-term forward buying, the metal con- 
sumer is altering procurement policies to fit the new temper of 
the times, it points out. 


Uncertainties bred of the widespread feeling that the pro- 
duction boom is at crest and must ebb moderately is pushing the 
manufacturer into shorter-term buying based on competitive ad- 
vantage. In many cases concrete plans to adjust inventory down- 
ward are being made. With shortages of even some “tight” steel 
products seen dissipating in future months, the expanded steel 
industry is adjusting its gait to that of industry in general, de- 
clares this trade authority. 

Without question, it adds, the overall steel market will de- 
cline in the fourth quarter. Several large steel producers told 
“The Iron Age” that the main affliction of the market is a desire 
of consumers to reduce inventories. These users see the steel in- 
dustry’s expanded capacity as ironclad insurance against future 
shortages, don’t want to enter an uncertain, more competitive era 
with heavy inventories. 


They are accordingly paring their fourth quarter orders. 
There is no incentive to push hard for most steel products, es- 


pecially since prices will certainly stay static, this trade weekly 
notes. 


The Detroit steel market appears to be easing daily while steel 
men opine that the General Motors fire is but part of the reason. 
Steel companies with warehouses now concede that the urgency 
first was bled out of demand in late June. Contributing to the cur- 
rent easing are automotive parts suppliers who are starting to 
cancel steel orders, according to this trade journal. 


Some steel products now in torrid demand will ease as months 
wear by. With fewer exceptions the overall relationship between 
demand and supply next year will be one of closer balance—a 
trait of a “normal” market, states “The Iron Age.” 


A drop in automotive production is looked for this week with 
Oldsmobile, Cadillac, Nash and Kaiser down, and reduced sched- 
ules planned for some other producers, “Ward’s Automotive Re- 
ports,” states. 


Last week’s expected sharp drop in car production—due to 
the fire at General Motors, Livonia, Mich., transmission plant— 
did not occur. Those declines which came were offset by sizable 
gains by Chevrolet, Plymouth, Hudson and Buick. 


Total car production the past week was 129,262, or very close 
to the 128,946 in the previous week, this agency notes. In the 
like year ago week the figure was 83,055. 


This week, however, will reflect more fully the serious effects 
of the General Motors fire on weekly assemblies. Oldsmobile’s 
Lansing, Mich., plant will remain closed all week with 5,300 out 
of 11,900 workers off as this General Motors division takes annual 
inventory. About 2,500 of the laid off workers will not be re- 
called when Oldsmobile resumes output at lower rates on Aug. 31. 


General Motors’ Fisher Body Division plant at Lansing, which 
makes Olds bodies, will also close for inventory this week with 
4,100 workers to be laid off. Some 500 workers will not be called 
back to work at the Fisher Body plant when production is re- 
sumed Aug. 31. 


“Ward’s” said the fire held General Motors’ total output of 
cars last week to an 11% slower rate than early this month, “with 
a deeper cut” expected this week. 


The agency expects 490,000 cers and 97,000 trucks to be built 
this month, compared with 597,006 cars and 110,692 trucks last 
month. 








While business failures decreased 11% to 724 in July, they 
were at a postwar high for the month. At about 25% above a 
year ago, casualties exceeded the level of any other July since 
1942, at which time 764 failures occurred. 

Concerns failed at the rate of 34 for each 10,000 enterprises 
according to Dun’s Failure Index. The index projects monthly 
mortality to an annual rate and adjusts for seasonal variations. 
This failure rate was slightly below the 35 recorded in the pre- 
ceding month, but it was well above the 25 a year ago. With the 
exception of July, 1949, the failure rate this July was the severest 
for any July in the last 11 years. 

Contrasting with the decrease in the number of failures, the 
liabilities involved climbed 28% in July to $41,324,000, a new 
high for the post-war period. 

Furthermore, losses bulked the largest for amy July since 
1932, reflecting a marked upswing in the larger failures, involving 


Continued on page 28 
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Warfare Outside and Inside the UN 


By A. WILFRED MAY 


UNITED NATIONS, NEW YORK—Possibly the ironic epi- 
tome of the current explosive wrangling over the nominees to the 
coming Korea Conference here is contained in the contention ad- 
vanced in some quarters that under a correct interpretation of the 

truce agreement; the subject could have been 
entirely avoided as none of the UN’s business. 
And although General Mark Clark signed the 
truce as commander of the UN forces, putting 
- the Organization in the position of naming its | 
own participants, the point does have consider- . 
able technical validity. But it is just as well 
that the additional headache of discussing this’ 
procedural question was not saddled on to the 
already explosive proceedings. - / 
And perhaps it is just as well as a service’ 
- to the public’s understanding that evidences of- 
the fast-growing rifts between the democracies. 
are being so clearly highlighted here. We see 
demonstrated the deleterious effects of the 
Kremlin’s Peace Offensive and general ap- 
peasement atmosphere in constantly-accentu~' 
ated anti-Americanism. This is reflected 
in the unceasing recriminations (fostered by mutiny against rich 
Uncle Santa Claus in a world facing reduction of his largesse) 
currently issuing from both sides of the Atlantic. And, joining the: 
band-wagon, a goodly segment of the American public also has, 
in letters-to-the-editor and other pronouncements, been calling 
our attitude “mulish,” “Republican-isolationist,” and the like. 

And in “pouring-on” the pressure on Anglo-U. S. relations the 
British are busily characterizing our position in opposing an in- 
vitation to India to the first political conference, as manifesting 
everything from “yielding to Syngman Rhee’s blackmail,” to 
“functioning as South Korea’s satellite,” to “clumsy rigidity.” 


As with so much in operation of our foreign policy, any- 
way in which our poor Mr. Lodge plays the game is wrong. On 
the one hand he is being criticized here for not having clarified 
his stand earlier; on the other hand, the British, as in the words of 
the current London “Economist,” are berating him for not recog- 
nizing that “it is bad to define one’s intentions too strictly in ad- 
vance—in effect, to tear up good cards before playing the hand.” 


“Is There a Cold War?” 


The crux on which the dissension now rests here as well 
as throughout the non-Communist world is purely and simply 
whether—even in the face of Soviet Delegate Vishinsky’s daiiy 
pyrotechnical demonstrations to the contrary in these halls—the 
Cold War actually is safely ended. Ancillary thereto are our Brit- 
ish friends’ rampant charges that “the nationalist” United States 
is stubbornly and selfishly prolonging it by “refusing with puri- 
tanical logic and bull-headed pride to explore the present pos- 
sibilities for diminishing international tensions”; and that the 
Eisenhower Administration is war-mongering as a stooge for Mr. 
Rhee, in lieu of so eagerly striving for a comparatively limited 
Korea settlement between the belligerents because of a sincere 
peace-striving conviction that this is an indispensable achievable 
first step, under the premise that no true settlement on a world- 
wide or even Asiatic scope is on the horizon at this time. 


On this question of “to be or not to be” in Cold War, we 
are here as in so many other areas—including trade—falling out 
with our friends. Thus the Allies in wishful thinking are suf- 
fering the double-defeat of increasing dissension among our- 
selves as well as vis-a-vis the Russians. Pending lack of agree- 
ment on this crucial question of the whether and who-dunnit of 
the Cold War, our survival perhaps will depend on a strengthened 
NATO, or in its absence meanwhile on concentrating on our own 
defenses. 


And to this dismal prospect the present weird state of the 
United Nations is now importantly adding instead of diminishing! 


Paul T. Iaccaci Opens Joins A. L. Albee 


A. Wilfred May 





Paul T. lIaccaci has opened of- 
fice at 115 Broadway, New York 
City, to engage in a_ securities 
business. He was formerly with 
M. S. Gerber, Inc., and Newkirk 
& Co., Inc. 


Francis K. Justus, Jr. Opens 


SMITHVILLE, Mo.—Francis K. 
Justus, Jr., is engaging in a secu- 
rities business from offices in 
Smithville. He was formerly with 
Uhlmann & Latshaw. 


(Special to Tue FrvnanciaL CHRONICLE) 

BOSTON, Mass. — F. Dorothy 
Hjelmquist has joined the staff of 
A. L. Albee & Co., Inc., 4 Liberty 
Square. 


With Manley, Bennett Co. 


(Special to Tue FINANCIAL CHRONICLE) 

DETROIT, Mich. — Henry G. 
Gildner has become associated 
with Manley, Bennett & Co., Buhl 
Building, members of the New 
York and Detroit Stock Exchanges. 
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Looking at Both Sides of Business 


By EUGENE E. BURLINGAME* 
Research Associate, Babson’s Reports, Wellesley Hills, Mass. 


j Mr. Burlingame reviews favorable and unfavorable factors in 


j business situation. 


Holds unfavorable elements are strong 


; enough to indicate a downturn is not far off, but says we 
need not suffer a severe depression, and a substantial recovery 
“to the greatest prosperity ever known” may be expected. 


A friend of mine from down 
Maire has a favorite expression 
~— “The only people who think 
they know what’s going to hap- 
pen next are 
either proph- 
ets or damn 
fools, and the 
prophets are 
ail dead.” This 
is especially 
pertinent with 
respect to 
business fore- 
casting. There 
are too many 
variables for 
anyone to 
predict what 
the future 
holds with a 
feeling of def- 
inite knowledge. Ours is a highly 
complicated economy. At any 
@iven time there are a multitude 
of favorable and unfavorable 
elements influencing the business 
trend. When the unfavorable fac- 
tors predominate we have depres- 
sions. When the favorable fac- 
tors predominate we have booms. 
Atlan economist can do is to con- 
sider the various influences on 
each side, and through his analy- 
sis, try to decide which has the 
greater weight. Economists in 
this respect are somewhat like 
tennis fans — they each have 
swivel necks from _ constantly 
Jooking back and forth — first at 
one side, then at the other. 

There is a lot of statistical data 
to support both sides today. Both 
the optimist and the pessimist 
can evoke some very convincing 
facts. I'd like to run through 
some of the more important argu- 
ments on each side before I give 
an actual forecast. 

One of the major arguments 
for a down-turn is simply that 
the boom has lasted so long. 
Unless the business cycle actually 
has been ended, it is obvious that 
the longer the boom lasts, the 
closer we move toward a slump. 
Since all branches of the economy 
do not share equally in booms, 
maladjustments build up which 
must ultimately be corrected. 
Thus the 1930-33 depression was 
— by the excesses of the late 

s. 





Bon Bee Batt soney 


Decrease in Family Units 


Moreover some major deter- 
mining forces overlap cycles. The 
decline in the birth rate during 
the depression °30’s will have an 
important influence on business 
during the next few years. Be- 
cause fewer babies were born 
during that period, fewer people 
are reaching marriageable age 
mow. We estimate that the growth 
in the number of households will 
average less than 700,000 annually 
during the rest of the decade. 
This compares with an increase 
of one and one-half million an- 
mually in the years immediately 
following the war. You can easily 
imagine the effect a drop of this 
magnitude will have on demand 
for housing, furniture, appliances, 
diamond engagement rings, as 
well as steel, glass, cement, and 
other supplier industries. It is 
hard to believe that the economy 
could sustain such a blow without 
Serious effect. 


The effect will be multiplied 
by the fact that increases in plant 
capacities to meet the peak de- 
mands of recent years are now 
largely completed. Since 1949. 
American industry has spent over 





“A talk by Mr. Burlingame at the An- 
maal Babson Summer Business Confer- 
erites, New Boston, N. H. Aug. 24, 1953. 


$100 billion for new plant and 
equipment. Part of this was 
strictly for war work, but under 
our “guns and butter” program, a 
great deal went for consumer 
goods capacity. When demand 
drops, the excess capacity will be 
a drain on _ corporate profits 
through maintenance and depre- 
ciation charges. Even more im- 
portant, the rate of expenditure 
tor new plant will drop rapidly, 
giving the construction and allied 
industries another major head- 
ache. 


Automobile Cutback Forecast 


The other principal support to 
he recent boom, aside from the 
efense program, has been the 
automobile industry. Since 1945, 
some 35 million passenger cars 
ave been built. The average age 
»f automobiles in use has dropped 
ubstantially in recent years, and 
he production losses during 
World War II years have been al- 
most wholly made up. We have 
seen used-car inventories pile up 
on dealers’ lots this summer, and 
even new cars have become in- 
sreasingly hard to move. As has 
been aptly said, dealers have been 
selling long credit-terms instead 
9f automobiles, with little or no 
lown payment required. This has 
drawn in the marginal buyers, 
and indicates that the last buyer 
zroup has been reached. From 
he July rate of over seven mil- 
lion cars annually, we expect pro- 
juction to drop to about a four 
nillion car annual rate by the 
snd of the year. 


According to present indications 
both the automobile and the con- 
struction industries will be in a 
downtrend at the same _ time. 
This has not occurred since the 
depression ’30’s, except for the 
war years. These are both key 
industries to which a host of sup- 
olier industries are tied. Their 
downturns will therefore be felt 
throughout the economy, bringing 
a drop in employment, purchasing 
oower and sales. Inventories, 
which have increased by about $5 
billion during the past year alone, 
will begin to look awfully high. 
Consumers will become ‘less 
anxious to purchase, and espe- 
cially so, where the purchase in- 
volves debt. Banks and other 
lending institutions will tighten 
up on credit risks. If the tradi- 
tional sequence were to follow, 
production cutbacks would spread 
irom industry to indusiry w..ai a 
multiplier effect, and an old- 
fashioned depression would be 
well under way. 


The one-sidedness of this anal- 
ysis so far is reminiscent of the 
story about the father who ar- 
rived late at a Little League 
baseball game and asked his ten- 
year old son, who was on the 
bench, what the score was. The 


youngster replied “It’s. thirty- 
seven to nothing Dad, theyre 
ahead. But dont worry — we 


ain’t been up to bat yet.’ The 
optimists also have consicerable 
strength on their side. There are 
very go0d reasons why the tra- 
ditional boom-bust sequence need 
not operate the same way it has 
in the past. 


Broad Purchasing Power Base 


The economy of the United 
States has experienced a tremen- 
dous upheaval since the early 
‘thirties. One of the most signi- 
ficant changes has been the in- 
creased share of national income 
which accrues to the lower in- 


come groups. In this country to- 
we have the broadest base 


day 
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for purchasing power that has 
ever existed at any time in his- 
tory. Not only has this character- 
ized the’ unparelleled prosperity 
of recent years, but it should also 
help prevent a severe depres- 
sion from getting underway. For 
the first time, a large proportion 
of the working classes have sav- 
ings with which to cushion the 
effects of economic declines. In 
addition, unemployment benefits 
will at least partly maintain pur- 
chasing power. Tnis provides an 
internal self-starter toward a 
quicker recovery, should a de- 
pression take place. 


As to the likelihood of a de- 
pression, it should be remembered 
that our economy is not a single 
unit, but is instead a vast collec- 
tion of individual units. We have 
already had depressions for va- 
rious industries tarough what have 
been called “rolling readjust- 
ments.” The textile industry has 
been through at least two ‘depres- 
sicns” since the end of World 
War II, and at various times fur- 
niture, appliances, paper, lumber, 
and other important industries 
have also had slumps. These have 
not precipitated widespread de- 
pressions because their effects 
were isolated from the rest of the 
economy through the maintenance 
of over-all purchasing power de- 
rived from other active industries. 
If we can continue to avoid a con- 
currence of downturns of impor- 
ant incustries, we need not worry 
about a total depression. 


Defense Spending to Continue 

A unique feature of the present 
situation is that our most impor- 
tant industry is almost wholly 
immune from ordinary cyclical 
downturns. The defense program, 
involving in total some $50 billion 
a year, or about one-seventh of 
Gross National Product, is largely 
independent of economic condi- 
tions. The effects of a final peace 
settlement in Korea have been 
argued persuasively in support 
both of new boom and of col- 
lapse. However, with the interna- 
tional scene unsettled in so many 
areas, it doesn’t seem that agree- 
ment in regard to tiny Korea will 
necessitate any sharp revision in 
our defense plans or spending. 
There will be some pressure for 
cut-backs, but defense spending 
seems destined to play a major 
role in our economic scene for 
some years ahead. Though the dy- 
namic phase of the program is 
past, it provides an impressive 
cushion against declines in activ- 
ity. It is especially to be doubted 
that the government would re- 
duce defense spending in the face 
of an impending economic setback. 

It is more likely in fact, that 
Federal spending would be in- 
creased at such a time as a 
counter-cyclical measure, There is 
no chance that the government 
will act insufficiently, as in the 
early ’thirties, should a depression 
seem imminent. Today, there is a 
vastly improved unuersta.iaing of 
business cycles. Moreover, in Dr. 
Arthur Burns the President has 
nerhavs the best-informed expert 
on business cycles in the couatry. 
Plans are already being devised 
as offsets to various unfavorable 
economic possibilities: It would be 
unreasonable to dismiss these 
plans as unworkable before they 
are even completed and an- 
nounced. 


“Downturn Not Far Off” 


There are many other important 


arcuments on each side of the 
question. It seems to us at Bab- 
son’s that the unfavorable ele- 
ments are strong enough to indi- 
rote that a downturn is not far off. 
However, if we use effectively the 
knowledge and the tools whith we 
have, we need not suffer a depres- 
sion as scvere as in the past. 
Moreover there are f-rces already 
developing which will hasten the 
subsequent recovery. The research 
laboratories of the naton are 
working overtime to develo» nev: 
techniques, new products and ne. 





Business Depression Imminent! 


By W. D. 


GANN 


Miami, Fla. 


Mr. Gann contends his study of Time Cycles indicates that 

inflation and the business boom are coming to an end and a 

decline in stock prices is inevitable. Predicts a decline in Sep- 

tember of both business and stock prices, the same as in 1929. 

Says next few years will prove that war prosperity, govern- 

ment crop support policy, and increased surpluses do not 
make real prosperity. 


Time cycles have never failed 
to indicate great upswings in 
business and stocks. They nave 
also always indicated declines 1 
the. stock 
market and 
business 
depressions. 

During all 
previous wars 
there has 
nearly always 
been a busi- 
ness boom and 
inflation 
which has 
continued 
after the end 
of the war 
and has been 
followed by a 
severe depres- 
sion in business. 

After the World War ended in 
November, 1918 there was a big 
advance in stocks and an upswing 
in business which lasted until 
November, 1919. During 1920-21 
a depression in business followed 
arid the stock averages declined 
nearly 50%. 

After World War II ended in 
August, 1945 business continued 
good and stocks advanced to new 
highs in May, 1946, followed by a 
decline to October 30, 1946. How- 
ever, there was no business de- 
pression of any importance. 

June, 1949, the last upswing in 
the Bull Stock Market began, 
which brought on inflation and a 
business boom, The Dow-Jones 
averages reached high in January, 
1953, which was the highest since 
April, 1930. Then stocks declined 
until June 10, 1953, which was 
the longest decline in period of 
time since April, 1942. 

It is now eight years since the 
war with Japan ended, and there 
has been no business depression 
or drastic decline in stock prices 
comparable to that which fol- 
lowed previous wars. 

The Korean war, which lasted 
over three years, has now come 
to an end and this can mean tne 
end of inflation and the end oi 
the business boom. 


My ‘studies of Time Cycles in- 
dicate that inflation and the bus3i- 





W. D. Gann 


industries. About $3% billion was 
spent in 1952 for research ano 
development. That's more than 
four times the 1939 total. 


For the new products being de- 
veloped, new markets are beirg 
created by the parents in the na- 
tion. The baby industry is the 
most dynamic foree in our econ-. 
omy. It is a unique industry in 
that evervone makes money from 
the product except the prod: c*r.. 
They lose money on each i‘em. 
but it hasn’t slowed them down. 
They have been turvirg ont on 
unprecedented crop of babies fo~ 
several years now. Thus, with t>c 
government prepsred to use it- 
powerful economic weapons, with 
private industry smonding time 
and money in the creation of new 
markets, and with. pvivate inii- 
viduals spendirg time and money 
in the creation of new markets. 
we possess an impressive array o' 
anti-depression forces. Thovg) we 
anticipate a business downtu™n 
we expect it to be followed by : 
substantial recovery to the great- 
ost prosperity we have ever 
known, if, God wiiling, we have 
. reasonable semblance of inter- 
national peace. 


ness boom are coming to an end 
and that a depression in business 
and a decline in stock prices are 
inevitable. 

u «> Ober, 1928, by study of 
Time Cycles, I was able to fore- 
cast the end of the great Bull 
szasKkee in stocks for september, 
1929 and predict the greatest 
panic in history to follow. History 
verified the accuracy of mathe- 
matical Time Cycles. 


Decline Set for September 

September, 1953 will start a de- 
cline in stocks and a_ business 
depression the same as in 1929. 
The Cycles indicate that the de- 
cline in stocks and the business 
depression will continue until the 
latter part of 1955. 

The coming depression is not 
only indicated by Time Cycles but 
also by economic factors which 
plainly confirm a depression the 
same as followed all the great 
wars. 

Since 1933 we have had one 
emergency after another, and the 
government has been spending 
and giving away in order to hold 
up prices and make prosperity. 
The government debt has been 
increased to the greatest in his- 
tory and now President Eisen- 
hower has been compelled to ask 
for further increase in the debt 
limit. 

State and municipal debts have 
soared during the past 20 years. 
Private debts are the largest in 
history. Instalment debts are 
about $25 billion. 

Loans on homes and farms are 
approximately $60 billion. Bor- 
rowings on stocks, bonds, and 
other securities are close to $75 
billion. If all debts, private and 
public, were totaled up, they 
would probably exceed $700 bil- 
lion. 

After 20 years under the New 
Deal, with government spending 
and waste the greatest in history, 
there is no plan in sight to pay 
off debts or redeem government 
bonds. High-priced labor and in- 
flated prices in commodities have 
priced our goods out of the world 
markets. We have over-produced 
everything and have surplusés 
which cannot be sold. 

Government spending of money, 
which they take from the tax- 
payers, must soon come to an 
end. The government will have 
to stop giving away and loaning 
money to foreign countries that 
probably can never repay it. 

If after 20 years of the greatest 
sO-caueu prosperity in history all 
‘sate -° debts have increased, 
what will happen when a depres- 
On ses in and these debts can- 
not be paid? 


Bill Must Be Paid 

The New Dealers told us, “You 
have never had it so good.” They 
should have said, It never cost you 
so much. For all of this waste and 
reckless spending, whic’ has used 
up all of the accumulated surplus 
of the past 175 years and put us 
hopelessly in debt, the bill is yet 
to be paid. How can it be paid 
during a business depression or 
even under. normal conditions? 

What right has our government 
to ask the taxpayers to buy bonds 
and stand increase in taxes while 
the government loans money or 
gives it away? 

Debts have been piled on top 
of debts, and buying on credit 
fas oecure a popular slogan. 
When credit is stopped, the great- 
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est liquidation in history will 
follow and losses to businessmen 
will be enormous. 


The government cannot stop a 
depression by spending money for 
public works, because when busi- 
ness gets bad, less taxes will be 
collected and the people cannot 
afford to buy bonds to support 
government spending. 


Investment trusts hold the larg- 
est amount of stocks in history. 
The day will come when they will 
be forced to sell. Where will they 
find buyers for the large amount 
of stocks they hold? 


For 79 ears the government 
has gone on the theory of waste, 
five awav tax and svend. The 
time has come to stop, look, listen, 
save and pay as you go. The time 
has come to spend the taxpayers’ 
money to prepare for peace and 
not for war. 

The next few years will prove 
that war prosperity, government 
crop supports, and increased sur- 
pluses do not make real prosperity 
but lead only to deflation and 
depression. 

If we r-uct bankrunt our coun- 
try to get ready to fight Russia, 
and Russia does not fignt. we will 
have a worse depression than ever. 


Neil H. Jacoby Named 
Member of Council of 
Economic Advisers 


President names economist and 

educator to reconstituted three- 

man agency, provided under Em- 

ployment Act of 1946 to advise 
on national economy. 


It has been announced that 
President Eisenhower has ap- 
pointed Neil H. Jacoby a mem- 
ber of the “Council of Economic 
Advisers. Dr. 
JacoOby,a 
prominent 
economist and 
educator, has 
since 1948, 
been Dean of 
the School of 
Business Ad- 
ministration 
of the Univer- 
sity. of Cali- 
fornia at Lo 
Angetes. : 

7 ior, 





d urn, 

Sask atche- 

.wan, Canada, on Sept..19, 1909. 
He came to the United States in 
1930 and was naturalized in. 1937. - 
After graduating with the degree 
of Bachelor of Arts from the Uni- 
versity of Saskatchewan in 1930, 
he received his degree of Doctor 
of Philosophy at the University. of 
Chicago in 1938. 


Dr. Jacoby was Chairman of the 
Saskatchewan Taxation Commis- 
sion in 1936. Before that, from 
1933 to 1936, he was Supervisor 
of the legal and research division 
of the Department of Finance of 
Illinois. He returned to the Uni- 
versity of Chicago in 1938, be- 
coming Professor of Finance and 
Vice-President of the university. 
In 1940-41 he was Chairman of 
the Illinois Emergency Relief 
Commission. He became Dean of 
the School of Business Adminis- 
tration at U. C. L. A. in 1948. 

He -is affiliated with the Com- 
mittee for Economic Develop- 
ment, and the Bureau of Economic 
Research in New York. 


Joins Hannaford Talbot 


(Special to Tue Financiat Cusonicie) 

SAN FRANCISCO, Calif.—Ed- 
ward T. Cronin and Fred G. Mi- 
chaelis are rcw asscciated with 
Hannaford & Talbot, 519 Califor- 
nia Street. Mr. Cronin was form- 
erly with Hill Richards & Co. 
Mr. Michaelis was with Paul C. 


Rudolph & Co. 
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Commercial Banks 
And Consumer Credits 


By ROBERT O. BONNELL* 
Vice-President, The Fidelity Trust Company, Baltimore, Md. 


Warning that experience by commercial banks with consumer 
credit loans has occurred mainly during a “fairweather para- 
d.se,” Baltimore banker says this has created illusion that a 


fool-proof business has been 


discovered. Urges consumer 


bankers get their houses in better order for coming readjust- 


ments, and lays down principles 


for credit evaluation. Stresses 


impcriance of making consumer credit information available 


to commercial credit department of banks. 


Holds banker 


should be neither pessimist or optimist, but a realist, firm 
without being rigid. Sees “bloom off boom.” 


We must constantly remind 
ourselves that consumer lending 
on a large scale has developed 
only within the last 40 years or so. 
Naturally, 
during the 
first 10 years 
caution pre- 
vailed as pi- 
oneers felt 
their way. 
Unsettled con- 
ditions for a 
brief period 

ollowing 
World War I, 
20 years ago, 
dampened ex- 
cess enthusi- 
asm and gave 
fair - weather 
operators a 
timely warning. 

The depression years of the 
early ’30s was another stock tak- 
ing period for the consumer 
banker. Incidentally, ‘very few 
commercial bankers had recog- 
nized the opportunities offered 
by the amortized loan prior to 
1930, and the first big commercial 
bank to enter the field was the 
National City Bank of New York, 
which was just getting started 
when the economic storm broke 
late in 1929. 


The record made by consumer 
credit institutions during the de- 
pression years — the late ’20s and 
early *30s — was so good that the 
spread of that type of banking 
was greatly stimulated. Com- 
mercial banks began to recognize 
not only the’ opportunity of in- 
creasing their earnings by ex- 





Robert O. Benne.t 


* tending such credit, but, what was 
‘far more important; they found >’ 
that consumer. credit’ departments 


helped dissipate -the — politicians’ 
inference that bankers were “eeo- 
nomic royalists’ interested only 
in the “princes of. privilege.” 
Consumer credit as a part of 
commercial banking really began 
to take hold about 1935. That is 
significant, for at that time the 
country was just beginning to re- 
cover from the economic debacle 
of the early °30s. Prices were 
low, those still employed were 
permanent, only the solid business 
man had been able to stand the 
strain, and the only way the eco- 
nomic curve could go was up. 


While a lag threatened late in 
1937 in spite of huge government 
spending — foreign purchases, 
stimulated by the threat of war, 
rapidly put the economy into 
high gear and the inflationary 
spiral began and continued with- 
out abatement for 10 years. The 
leveling off process after World 
War II was halted almost at its 
inception by the “police action” 
in Korea and by one of the most 
intense inflationary programs in 
our history. 


Commercial Banks Experience 
with Consumer Credit 

Why all this review of a period 
Witn whicn aii of us are familiar? 
Because it was during this infla- 
tionary period that began at the 
bottom in 1933 and reached its 
peak only a few months ago, that 
the great majority of commercial 





*A talk by Mr. Bonnell at the School 
of Consumer Banking, University of Vir- 
ginia, Charlottesville, Va., Aug. 20, 1953. 





bankers have had their experi- 
ence with consimer credit. tbur- 
ing that time there has been no 
weadie UneMployinens, NO suD- 
siantial price reduction, no real 
inventory glut and no extraordin- 
ary epidemic of business failures. 


Under such circumstances it is 


not surprising that credit ex- 
tended to the consumer’ has 
‘proved collectible, that losses 


have been almost nil and that loan 
portfolios of consumer credit de- 
partments of commercial banks 
have been bulging. with loans 
with maturities in some instances 
running as-long as 36 months. 

It has been hard for the credit 


man of banks to be wrong excspt 


cnose who expected the readjust- 
ment earlicr and turned down 
sub-marginal loans which proved 
collectible during the continued 
‘nflationary cycle. The last 20 
years have been the fair-weather 
operators paradise. Unfortunately, 
it has created the illusion in the 
minds of many that at last a lane 
has been found which has no 
turning, and that a _ fool-proof 
business has been discovered. It 
reminds us just a little of the neo- 
phytes who thought they. had 
found a permanent bonanza in the 
stock market in the middle and 
late 1920s. 


But “‘there ain’t no such ani- 
mal.” Those lenders who found in 
the appliance and television mar- 
ket a huge volume of loans have 
recently had a sad awakening. 
They hadn’t gone through the ex- 
perience of financing phono- 
graphs, radios and vacuum clean- 
ers in their heyday. Those who 
found an easy way to put out 
money for long terms with short 
down payments, at what seemed 
to be profitable rates, secured by 
new and used cars of every make, 
model and year, are beginning to 
wonder what has happened. They 
didn’t have the experience of the 
early °20s and ’°’30s to remind 
them that it is indeed a “long lane 
that has no turning.” 


The modest reminders banks 
have had recently that indiscrim- 
inate lending can be unpleasant, 
unfortunate, or even disastrous, 
will. have a wholesome effect. 
These reminders have come at a 
time when empioyment anu wa.ses 
are at an all-time high. It is true 
that certain of our industries have 
been going through a _ readjust- 
ment period, such as textiles and 
shoes. It is true that farm prices 
have had to be bolstered by huge 
surplus buying programs, financed 
by a tax levy on all of our citi- 
zens. But by and large the ad- 
justments to date have not been 


great. They have been substan- 
tial enough, however, to make 
prudent men move more care- 
fully. 


Banks Should Prepare for 
Readjustments to Come 


Will consumer bankers, particu- 
larly those who came into the pic- 
ture during the last 20 years, 
recognize these warnings and get 
their houses in better order for 
more readjustments to come? If 
they do they will continue to 
serve their communities well and 
produce profits for their stock- 
roiders, if they do not, they will 
contribute to the difficulties in- 


herent in a post-inflationary pe- 
riod and will face many severe 
collection headaches, which could 
dissipate their profits and could 
conceivably reduce their princi- 
pals. : 

in view of possibilities, it is an 
appropriate time to review some 
of the first principles of credit 
evaluation. An examination of the 
elementals of our subject will give 
us a chance to check up on our- 
selves. It is easy to get so en- 
grossed in mechanics that we 
overlook the fundamentals. 

The banker’s task of establish- 
ing the amount of credit his cus- 
tomer is entitled to has been com- 
plicated by the gyrations ofthe cost 
of living, of doing business and of 
running an industry, and by ex- 
cessive tax burdens. Coupled with 
these ‘tangibles are the intangibles 
which are the by-product of a 
synthetic economy built up over 
a period of 20 years and stimu- 
lated by the excesses of two wars 
—World War II and the Korean 
War. 

But the banker’s task is not too 
complicated unless he chooses to 
make it so. Regardless of wars 
and rumors of peace, truces and 
what have you, normal people are 
entitled to credit and will dis- 
charge their just obligations once 
they have been assumed. The sea- 
soned banker knows that a loan 
well made is, with very few ex- 
ceptions, easily collected. 

The banker is expected to es- 
tablish such credit policies as will 
recognize the citizens’s right to 
credit but not a license to abuse 
it. Abuse of credit affects the 
community very much the same 
as the reaction caused by a stone 
thrown into a placid pool. The ef- 
fect is felt in an ever-widening 
circle. 
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We bankers cannot escape our 
responsibility to guide our cus-= 
tomer. He may not always follow 
our advice but he has a right te 
expect constructive suggestions. 
After all, the more successful our 
customer is the better our institu- 
tion fares. That doesn’t mean that 
we should try to run his business, 
but it does mean that if he is 
over-extended we should point 
that out. If he has a tendency te 
tie up too much of his working 
capital in fixed assets, we can dip- 
lomatically explore the dangers of 
such a program with him—and so 
on. 

He must take the same attitude 
toward our personal loan custom- 
ers. Our loan officers have an 
excellent opportunity to do some 
constructive work which often re- 
flects itself in increased confi- 
dence in our bank. Even when 
the advice we give is not followed, 
many times it eventually redounds 
to the credit of the institution. 


Consumer Credit Information 


incidentally, the importance of 
making consumer credit informa- 
tion available to the commercial 
departments of our banks can 
hardly be over-emphasized, par- 
ticularly in the dealer discount 
area or where heavy equipment 
or machinery is being financed. 
Neither the commercial nor the 
consumer credit department 
should make any commitments 
until the credit has been cleared 
by both departments of the bank. 

Of course, if the banker’s ad- 
vice is bad he will have to accept 
the responsibility for being wrong. 
Consequently, it is important that 
he be right not only in theory but 
in practice. He is not likely to be 


Continued on page 16 














Be : Pptot 
This is not an offering of these Bonds for sale, or an offer to buy, or a solicitation of an offer to Ou, 
any of such Bonds, The offering is made only by the Prospectus. 


$30,000,000 
Southern California Edison 
Company 
352% 


First and Refunding Mortgage Bonds 
Series E, Due 1978 


Dated August 15, 1953 


} 
f 
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Due August 15, 1973 





Price 100% and accrued interest 





Copies of the Prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed. 


Blyth & Co., Inc. 


Harriman Ripley & Co. 


Union Secsiitien Conetetibes 
A. C. Allyn and Company 
Horn siseier & Weeks 
Reynolds & Co. 

Ball, Burge & Kraus 
First of Michigan Corporation 


Prescott, Shepard & Co., Inc. 


The Robinson-Humphrey Company, Inc. 
Chas. W. Scranton & Co. 


John C. Legg & Company 
Farwell, Chapman & Co. 
Newhard, Cook & Co. 
Starkweather & Co. 
Scott, Horner & Mason, Inc. 


Richard W. Clarke Corporation 


Indianapolis Bond and Share Corporation 


MecAndre 


Incorpe 
; 26 1905 3 


w & Co. 
prated 


Augu 


Dominick & Dominick 


W. E. Hutton & Co. 
Spencer Trask & Co. 
Alex. Brown & Sons 
Fulton, Reid & Co. 


Johnson, Lane, Space and Co., Inc. 


Pacific Northwest Company 


Stene & Webster Securities Corporation 


Wertheim & C 
Hemphill, Noyes & 


Laurence M. Marks & 
Auchincloss, Parker & Red 
Field, Richards & © 

E. F. Hutton & Comp 
Stein Bros. & Boyce 
Johnston, Lemon & 
Baker, Watts & 
A. M. Kidder & 
Shuman, Agnew & 
Chace, Whiteside, West & Winslow 


Incorporated 


Stetson Securities Corpora - 
Davis, Skaggs & 
Investment Corporation of Nor! 


Mead, Miller & Ce. 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 


The Commercial and Financial Chronicle . . . Thursday, August 27, 1953 . 





Uareo Inc.—Memorandum—Central Republic Co., 209 South La 
Salle Street, Chicago 4, Ill. 

U. S. Vitamin Corp.—Report—-Loewi & Co., 225 East Mason St., 
Milwaukee 2, Wis. Also available in the current issue of 
“Business and Financial Digest” are analyses of Wisconsin 
Electric Power Company and Dun and Bradstreet, Inc. 











Area Resources—Booklet describing resources of Utah, Idaho, 
Wyoming and Colorado—Dept. K, Utah Power & Light Co., 
P. O. Box 899, Salt Lake City 10, Utah. 

Bond Yields and Money Rates 1911-1953 — Bulletin — C. F. 
Childs and Company, Inc., 1 Wall Street, New York 5, N. Y. 


Cuban Sugar—Lamborn’s chart of stock of sugar in Cuba 1951- 
1952-1953—Lamborn & Company, 99 Wall Street, New York 
5, New York. 


German Dollar Bonds—Analysis—New York Hanseatic Corp., 
120 Broadway, New York 5, N. Y. 


New York City Bank Stocks—Comparison and analysis of 17 
issues as of June 30, 1953—Laird, Bissell & Meeds, 120 Broad- 
way, New York 5, N. Y. 


1953 vs. 1946—Analysis—Francis I du Pont & Co., 1 Wall Street, 
New York 5, N. Y. 


Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as te 

ield and market performance over a 13-year period — 
ational Quotation Bureau, Inc., 46 Front Street, New 
York 4, New York. 

Stock Instalment Purchase Plan—Outline of 50 selected issues 

—Sutro Bros. & Co., 120 Broadway, New York 5, N. Y. 


Alleghany Corporation — Circular — Hardy & Co., 30 Broad 
Street, New York 4, N. Y. 


American Hospital Supply Corp. — Memorandum — David A, 
Noyes & Co., 208 South La Salle Street, Chicago 4, III. 

American Radiator & Standard Corp.—Memorandum—Auchin- 
closs, Parker & Redpath, 52 Wall Street, New York 5, N. Y. 
Also available is a memorandum on Nopco Chemical Co. 

Berkshire Fine Spinning Associates, Inc.—Analysis—H. Hentz 
& Co., 60 Beaver Street, New York 4, N. Y. 


California Oregon Power Company—Analysis—First California 
Company, 300 Montgomery Street, San Francisco 20, Calif. 
Also available are reports on Texas Eastern Transmission 
Corp., Permanente Cement Company, and Southwestern Pub- 
lic Service. 

Wm. Cameron & Co.—Memorandum—Rauscher, Pierce & Co., 
Mercantile Bank Building, Dallas 1, Texas. ; 

Canadian Pacific Railway Company—Review—James Richard- 
son & Sons, 173 Portage Avenue East, Winnipeg, Man., Can- 
ada and Royal Bank Building, Toronto, Ont., Canada. 

Canadian Propane—Memorandum—R. S. Weston & Co., 100004 
Jasper Avenue, Edmonton, Canada. 

Chicago, Indianapolis & Louisville Railway—Memorandum— 
Hirsch & Co., 25 Broad Street, New York 4, N. Y. 

Florida East Coast Railway Company—Analysis—Cruttenden 
& Co., 209 South La Salle Street, Chicago 4, III. 

IHinois Power Co.—Memorandum—A. C. Allyn & Co., Ine., 
44 Wall Street, New York 5, N. Y. 

International-Great Northern Railroad Company—Bulletin (No 
141)—-Smith, Barney & Co., 14 Wall Street, New York 5, N. Y¥. 

Libby, McNeill & Libby—Memorandum—-Sills, Fairman & Har- 
ris, 209 South La Salle Street, Chicago 4, Ill. 


Marine Midland Corp.—Analysis—Thomson & McKinnon. 11 
Wall Street, New York 5, N. Y. : 


McKesson & Robbins, Inc—Memorandum—Hemphill, N 
Co., 15 Broad Street, New York 5, N. Y. phill, Noyes & 


Metal Hydrides—D. A. Lomasney & Co.. 3 
York 6, N. Y. 7 0., 39 Broadway, New 


Pabco Products—Memorandum—E. F. Hutton & Co., 6 “ 
way, New York 6, N. Y. , 61 Broad 


Remington Arms Company—Analysis—Jones. Kree er Hew- 
itt, 1625 Eye Street, N.W., Washington 6, D. C. ee ee 


_ Resort Airlines, Inc.—Report—Eisele & King, Libaire 
Co., 50 Broadway, New York 4, N. Y. " » Stout -& 


Riverside Cement Company—New analysis Report .C- 
Lerner & Co., 10 Post Office Square, ne 9, aia 


Seranton Spring Brook Water Co.—Analysis—I 
111 Broadway, New York 6, N. Y. spate hase 


Triad Oil—Memorandum—Cochrane, M : 
Bank Building, Toronto, Canada. YS 48%” Dominion 
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We make good marhets in 385 
® Public Utility 
® Natural Gas and 
® Industrial Stocks 


your orders & inquiries invited 


TROSTER, SINGER & Co. 


HA 2- Members: N. Y. Security Dealers Association NY I- 
2400 74 Trinity Place, New York 6, N. Y. 376 
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Sept. 11, 1953 (Chicage, Tl.) 
Municipal Bond Club of Chi- 

cago annual field day at Knoll- 

wood Club, Lake Forest, Il. 


Sept. 15, 1953 (Omaha, Neb.) 
Nebraska Investment Bankers 





NATIONAL SECURITY TRADERS ASSOCIATION 


CONVENTION PROGRAM Sept. 16-19, 1953 gage stay mand 
» 5 National Security 
Sun Valley, Idaho—September 16-19, 1953 clotion Bbth Aamnal Convention. 
WEDNESDAY, SEPTEMBER 16 
9:00 a.m. Registration Sept. 17, 1953 (Des Moines, lewa) 
12:30 p.m. Men’s Luncheon Iowa Investment Bankers Asso- 
Speaker: Mr. W. F. Nightingale, President Moun-_ ciation Field Day at the Wakonda 
tain Fuel Supply Comeeny ; Club. 
1:00 p.m. Ladies Luncheon (Bridge and Canasta 
3:00 p.m. Men’s Bowling Tournament Sept. 17, 1953 (Reckferd, Il.) 
6:30 p.m. Reception Rockford Securities Dealers An- 
7:30 p.m. Dinner nual Outing at the Forest Hills 
Speaker: Mr. H. L. Hoffman, President Hoffman Country Club. 
Radio Corporation 
9:00 p.m. Dancing Sept. 22, 1953 (San Antonie, Tex.) 
Investment Women of San An- 
FRUREDAT, SEPTEMBER 17 tonio annual dinner meeting in 
8:30 a.m. Past Officers Breakfast the Tapestry Room, St. Anthony 
9:45 a.m. National Committee Meeting Hotel. 


12:30 p.m. Men’s Luncheon 2 
Speaker: Mr. Sidney M. Ruffin, Burgwin, Ruffin, Oct. 13-14, 1953 (Cleveland, Ohie) 


Perry & Pohl, “Current Trend in School Fi- Cleveland Society of Security 
nancing” Analysts Great Lakes Regional 

1:00 p.m. Ladies Luncheon (Bingo) Conference. 

3:00 p.m. Men’s Bowling 

6:00 p.m. Cocktails Oct. 13-16 (Louisville, Ky.) 

7:00 p.m. Outdoor Barbecue Association of Stock Exchange 

9:00 p.m. Dancing Firms Board of Governors Meet- 
FRIDAY, SEPTEMBER 18 ing. 

Full day of Athletic Activities, Golf Tournament, Croquet, Woy, 29-Dee. 4, 1953 

Fishing, Horse Shoes, Tennis, Trap Shooting and Ski Lift Ride. (Hollyweed, Fla.) 

5:30 p.m. Amateur Ice Skating Contest for Ladies and Gen- Investment Bankers Association 
tlemen. Sponsored by Investment Dealers Digest. of America Annual Convention at 
Prizes. the Hollywood Beach Hotel. 

7:30 p.m. Dinner 

9:00 p.m. Sun Valley Ice Show June 9-12, 1954 (Canada) 

10:00 p.m. Dancing Duchin and Ram Rooms Investment Dealers Association 
SATURDAY, SEPTEMBER 19 of Canada Annual Convention at 


9:30 a.m. National Committee Meeting Jasper Park Lodge. 


Election of Officers 
12:30 p.m. Men’s Luncheon 
Speaker: Mr. Patrick B. McGinnis, McGinnis & Co. 
1:00 p.m. Ladies Luncheon 
6:30 p.m. Cocktails 
7:30 p.m. Dinner 
Speaker: Mr. Harry Dillin, President Linfield Col- 
lege, Oregon. 
9:00 p.m. Dancing 
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Business 


Man’s 
Sid Sanders, Foster & Marshall, Seattle, has confirmed a com- 


mercial ad. Who said advertising contracts have been all allocated 


for the year 1953? Security Dealers of North 


I consider our Year-Book an outstanding advertising medium. ee an oneey of 
It has a longer life and one insertion reaches more corporation- :5-k and bond houses in United 
minded individuals who are interested in earnings and growth of cites and Canada — Herbert D. 
companies whose securities they retail or trade, whether listed or 


unlisted, and is an excellent field for public relations. a phate y ee ee 
Our close today is $17,000. We should do a considerable job $32. j 


in securing commercial ads this year in view of the fact that 

E. P. T. expires December, 1953. Have you tried? Surprise your- Survey of United States Inter- 

self and help your treasury as well. national Fimance 1952 — Gardner 
I received a card from Herbert H. Blizzard in Japan. He is Patterson and John M. om. Jr. 

still an NSTA fan. Why not drop Herb a line —Col. Herbert H. 7 Princeton University F ress, 

Blizzard, USAF, AF-PEO-FEALOG-FOR, APO 1007, c/o P. M., Princeton, N. J.—paper—$2. 





ae en Calif. loins Walst &C 
rae HAROLD B. SMITH, Chairman, - {Am eae Papeete. Connie 
National Advertising Committee, SAN FRANCISCO, Calif.—Roy 
Pershing & Co., C. Speer has become connected 
120 Broadway, with Walston & Ce., 265 Mont- 


gomery Street, members of the 
New York 5, N. Y. New York and San. F : Steci 
Exchanges. He was ‘previously 
with E. F. Hutton & Company. 


“FOR SALE’”’ | Joins Turner Staff 


(Specia] to Tue FPinanciat Curowicre) 


A COMPLETE SET OF “CHRONICLES” a SAN ones ergy tres | =. 
oin e o 
FROM 1929 - 1951 (Bound) Lola Turner & Co. Bank of 
Available at a Brokers office in N. Y. C. Mee Pee 
This set of Commercial & Financial With Anderson Cook Co. 
Chronicles is a terrific buy. (Special to Tux Prvanciat Omnowicts) 
Phone or write Edwin L. Beck for price | Bg’ ge aoa 
REctor 2-9570 25 Park Place, N-¥.7 . [jj the steff of Anderson Cet nk 


pany, Inc. First National Bank 
Building. 
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Aims of Newly Constituted SEC 


By J. SINCLAIR ARMSTRONG* 
Member, Securities and Exchange Commission 


Recently appointed SEC Commissioner, in outlining aims of its 
mew administration, says objective is to find out whether and 
te what extent the regulatory processes that have been set up 
have gone beyond the scope and intent of the basic legislati 


enacted by 

menting the national economic policy of the new Administra- 

tion, i.e., “encouragement of incentives that inspire creative 

initiative in our economy.” Concludes there’ll be no relaxation 
of efforts to eliminate fraud and abuses. 


I approach the subject of the 
SEC with caution at the present 
time, because I have only been 
in office for a month, and I am 
sure you will 
understand 
that what I 
say to you is 
spoken only 
intermsof 
aims and am- 
bitions where- 
as it would 
naturally be 
more pleasant 
and satisfying 
were it pos- 
sible to talk 
in terms of 
accomplish- 
ments. The 
new adminis- 
tration of the SEC is at about 
the point in the football game 
when the opening whistle has 
blown, the ball has been kicked, 
but the first scrimmage is yet 
to be played. 


However, if you will take what 
I have to say in that light, I 
would like to give you very 
briefly a few of the ideas that 
motivate and animate the newly 
constituted Commission. 


I am sure I don’t need to tell 
this group—the term we use in 
the Commission for a group like 
this is “sophisticated”—I am sure 
I don’t need to tell this sophisti- 
cated group what the scope and 
authority of the SEC is. Briefly, 
we are in charge of implementing 
and putting into effect the poli- 
cies of Congress enunciated in the 
Securities Act of 1933, the Se- 
curities Exchange Act of 1934, 
the Public Utility Holding Com- 
pany Act of 1935, the Trust In- 
denture Act of 1939, the Invest- 
ment Company Act of 1940 and, 
finally, the Investment Advisers 
Act, also of 1940. We also partici- 
pate in an advisory capacity 
under certain circumstances in 
corporate reorganizations under 
Chapter X of the Bankruptcy Act. 


This is a large area of regu- 
lation. I think the first aim of 
the new Commission, looking at 
these laws, is to study and review 
the vast complex of regulations, 
precedents, forms and procedures 
which have grown up over these 
years. 


One objective in undertaking 
this program of review and study 
is to find out whether and to 
what extent the regulatory pro- 
cesses which have been set up in 
the SEC over this long period 
have gone beyond the scope and 
intent of the basic legislation 
enacted by Congress. Now I don’t 
mean to suggest that we have 
prejudged the question, but I 
think all of you in the investment 
banking business are aware, and, 
as a former practicing lawyer hav- 
ing to deal with SEC matters for 
investment banking clients, I have 
been aware of areas in the admin- 
istration of the 1933 Act and the 
1934 Act where the justification 
for what the SEC has required is 
difficult to find in the statute, 
and, indeed, has depended more 
on the philosophy of the person- 
nel of the Commission adminis- 
tering the laws than upon the 
mandate of Congress. Some of the 
precedents and principles estab- 


43. Sinclair Armstrong 


*An address by Commissioner Arm- 
strong before a meeting of Investment 
Bankers and the press, Chicago, Iil., Aug. 
19, 1953. 


lished by the Commission are 
not even available in published 
rules or reports, but are buried 
in interpretations in individual 
cases to which the public or the 
practicing lawyer, or the invest- 
ment banker or public utility 
holding company executive set- 
ting up a financing plan, have no 
general access. For example, the 
only way to be sure a proposed 
stabilizing transaction is lawful or 
unlawful is to get an interpretation 
from our Trading and Exchange 
Division, even though there are 
many of similar transactions 
every year. A basic principle of 
the new Administration, and this 
seems so fundamental that I hope 
you won’t think I am passing off 
a bromide on you by saying it, 
is that the government should be 
a government of laws and not of 
men, and we think this principle 
applies in all the areas regulated 
by the SEC. 


A Policy to Encourage Initiative 

In Expanding the Economy 

Also in our review of the regu- 
lations and forms, we have in 
mind implementing basic eco- 
nomic policy of the new Admin- 
istration. In his address to the 
Congress on the State of the 
Union on Feb. 2 of this year, 
President Eisenhower cited as one 
of the “grand labors” of the new 
Congressional and Administration 
leadership the “encouragement of 
those incentives that inspire cre- 
ative initiative in our economy so 
that its productivity may fortify 
freedom everywhere.” 

We have, therefore, in the short 
month in which the new Com- 
missioners have been in office, 
imagurated studies in all of the 
operating divisions of the Com- 
mission and in the Regional Of- 
fices, soul-searching studies of all 
of the regulations, forms and 
techniques which were in effect 
when we took office. We are 
aware, for example, that tech- 
niques and forms used in the 
registration of new issues of se- 
curities under the 1933 Act have 
been criticized for unnecessary 
complexity, and the registration 
statement process itself has been 
felt to have a hampering effect 
upon the free flow of capital into 
industry. The newly constituted 
Commission will view sympa- 
thetically new procedures which 
can be developed to simplify reg- 
istration statement forms, reduce, 
so far as the law permits, the 
so-called 20-day waiting period 
for new issues whose qualities 
may be deemed, broadly speaking, 
to partake of an investment rather 
than a speculative flavor, and in 
general simplify procedures so 
the legitimate financing of indus- 
try can be made more expedi- 
tious and flexible and the admin- 
istration of the laws more effi- 
cient and economical. 


I do not, by what I have said, 
mean to suggest that in stream- 
lining registration techniques for 
legitimate financing of industry 
we propose to relax our vigilance 
for the types of fraud and over- 
reaching against which the SEC 
was intended to protect the in- 
vestor. We notice, for example, 


in administering the revised Reg- 
ulation A for issues under $300,000 
in amount, that the offering cir- 
culars coming in present much 
more of an opportunity for mis- 
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representation and fraud than the 
regular filings under the 1933 Act. 


A Study of Federal vs. State 
Regulations 

Another approach to problems 
in the securities industry which 
the newly constitued Commission 
is following is in line with the 
basic philosophy of the new Re- 
publican Administration which 
believes in the fundamental im- 
portance of government on a local 
level, and questions the necessity 
that all regulation must emanate 
from Washington. In short, we 
think there are areas which can 
be just as satisfactorily regulated 
by the states. This is particularly 
true where there is good and 
effective state regulation already 
in operation, as, for example, in 
the public utility field, where 
there is often overlapping juris- 
diction of the state commission 
and the Federal Securities and 
Exchange Commission on mat- 
ters such as the issuance of securi- 
ties. The Public Utility Holding 
Company Act indeed, in a section 
that has been very little used, 
specifically provides for an ex- 
emption where an issue is subject 
to state commission jurisdiction. 

An examination and study of 
the regulations under these laws 
by the Commission’s staff could 
not in and of itself assure the 
success of the policy of the new 
Administration. We are fortunate 
as we start out on this task in 
having the support and backing 
volunteered to us by the princi- 
pal industry associations in this 
work. You will be glad to know 
that the Commission has met in 
the last several weeks with the 
representatives of the Investment 
Bankers Association, the National 
Association of Securities Dealers, 
the Association of Stock Exchange 
Firms, the New York Stock Ex- 
change, and others in the industry, 
and these organizations are ex- 
pected to submit to us comprehen- 
sive suggestions for changes and 
improvements in the regulatory 
procedure. These suggestions are 
to be submitted within the next 
month, and I must impress upon 
you, who are in the industry, that 
I believe most strongly that our 
success in reorienting the SEC 
will depend to a considerable ex- 
tent upon the intelligent backing 
and support for the program of 
the new Administration which we 
receive from the industry. If you 
have suggestions, please feel free 
to let us know what they are. 
They will receive careful atten- 
tion and will be welcomed, and 


we, in turn, invite your backing 


and suport in this study which we 
are making. 


A Study of Needed Legislative 
Changes 


Now above and beyond the ad- 
ministrative machinery there is 
another study which we also pro- 
pose to undertake, and this we av, 
not as the prime mover, but 
merely as a catalyst for others 
who have the primary responsi- 
bility. I am referring to legislative 
changes needed arter ail these 
years in these laws. Let me give 
you a very simple illustration. 


The Securities Act provides in 
effect that no public offering of a 
security may be made uniess a 
registration statement is in effect 
and unless at the time of the of- 
fering or at the time a sale is 
confirmed a copy of the prospectus 
is delivered to the offeree or the 
purchaser. A year ago a subcom- 
mittee of the Committee on Inter- 
state and Foreign Commerce of 
the House of Representatives held 
extensive and exhaustive hearings 
on the subject of the SEC. One 
of the things gone into at some 
length in these hearings was the 
matter of the use of the pro- 
spectus. A former Chairman of 
the Commission and a former 
head of the Commission’s Division 
of Corporation Finance testified 
that about 80% of the new issues 
brought out were offered to the 
public by verbal offer; that is, be- 
fore a copy of the prospectus was 
made available to the investor. If 
the copy of the prospectus is de- 
livered to the investor with the 
confirmation of sale, it would 
seem that it fails to some extent 
in its purpose, as the prospectus 
is intended by the Act to give the 
prospective purchase facts about 
the issuer upon which to make up 
his mind before, rather than after, 
he has agreed to buy the security. 


Another phase gone into at the 
hearings before the House sub- 
committee was the restrictive ef- 
fect of the Act in not permitting 
an issuer or underwriter to feel 
out the market, so to speak, be- 
fore a registration statement is 
effective. This lack of flexibility 
has led, it is felt, to the tremend- 
ous increase in the volume of se- 
curities of prime issuers sold to 
institutional investors outside the 
scope of the Act. Effective sam- 
pling of the market before an 
issue is brought out in many cases 
is not only necessary but desir- 
able in order that the issuer and 
underwriter may determine with 
some relevance to market condi- 
tions a fair price to be paid to the 
issuer if it is a negotiated deal 


or a price which an underwriter 
could reasonably bid and an issuer 
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reasonably accept in the case of 
a competitive bidding deal. 

The desirability of another leg- 
islative change has been suggested 
to us by representatives of the ia- 
dustry. As you know, under the 
interpretations of the Securities 
Act a broker or dealer is required 
to deliver a prospectus with every 
confirmation of sale of a security 
within one year after there has 
been a public offering of such 
security even though the initial 
distribution has been completed. 
This bears particularly hard on 
issues which are traded on the ex- 
changes and it is felt, at least by 
the industry representatives, that 
the one year’s period could be 
shortened without endangering the 
public interest. 


Now I don’t want anybody to 
misunderstand what I am getting 
at by these observations about the 
Securities Act. The SEC as pres- 
ently constitued believes sincerely 
in the principles of the Act re- 
quiring a registration statement 
and prospectus. I am sure these 
principles are approved by the 
public and, although it is not for 
a person in my position to say so, 
I doubt if any effort to dilute or 
abandon these principles would 
receive favorable consideration by 
the Congress. After all, the phi- 
losophy of making a registration 
statement effective and preparing 
and delivering a prospectus to the 
purchasers of new issues of secu- 
rities goes to the very heart of the 
“truth-in-securities” technique. I 
don’t pretend to know what the 
solution of these statutory prob- 
lems should be, but I do know it 
will take the best brains of Con- 
gress, the industry and the Com- 
mission working in harness to- 
gether to evolve a satisfactory 
solution. 


In connection with the Admin- 
istration’s legislative program, as 
it may emerge, we are fortunate 
in having two very fine Com- 
mittees of Congress paying par- 
ticular heed to the problems of 
the Commission. The first is a 
subcommittee, headed by Senator 
Bush of Connecticut, of the Sen- 
ate Committee on Banking and 
Currency, which in turn is under 
the able leadership of Senator 
Capehart of Indiana. The seeond 
is the House Committee on Inter- 
state and Foreign Commerce of 
which Congressman Wolverten of 
New Jersey is Chairman. Both of 
these Congressional Committees 
have had long experience in 


considering problems affecting the 
SEC and some of the studies 
which the new Commission is in- 
augurating now were suggested 


Continued on page 26 
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Secretary of 


Much has been said and un- 
doubtedly much more will be said 
about how the Department of the 
Interior plans, generates, trans- 
mits and sells 
electric en- 
ergy. There is 
much misin- 
formation and 
many misun- 
derstandings 
on this mat- 
ter, and I hope 
that I may be 
able to make 
our position 
clear. 

I am partic- 
ularly anxious 
to discuss this 
subject be- 
cause our 
policy was released to the press 
and the public early this week. 
It was concurred in by the Presi- 
dent and by the members of his 
Cabinet and I can assure you that 
at is the result of a great deal of 
serious and deliberate considera- 
tion. 


This is our power policy and 
this is the only power policy of 
the Department of the Interior. 


Need for Power Policy 


Perhaps I should first give you 
some idea as to why the Depart- 
ment of the Interior must have a 
power policy. A large number of 
our reclamation dams have power 
generating facilities. Ordinarily 
this is a sort of byproduct and 
incidental to providing irrigation 
water for agricultural purposes. 
We generate power at Shasta 
Dam, at Hoover Dam, Grand 
Coulee Dam, the Colorado-Big 
Thompson project and many 
others throughout the western 
United States. 


In addition, the Congress has 
made the Department of the In- 
terior the marketing agent for 
all power generated at dams built 
by the Corps of Army Engineers. 
Under this authority we sell 
Power generated at Bonneville 
Dam on the Columbia River, at 
the Fort Peck Dam on the 
Missouri and other projects 
throughout the whole United 
States. 





Douglas McKay 


Sometimes when this subject 
is discussed there is an impression 
created that the Federal Govern- 
ment is the largest generator of 
power in the country and that 
other public bodies and private 
utilities are of little consequence. 
This is far from the truth. Ac- 
tually, the Federal Government 
teday has an installed generating 
capacity at its various plants of 
approximately 9,800,000 kw. This 
is only 1142% of all the generat- 
ing capacity in the United States. 
There is another 10,700,000 kw. of 
Federal capacity under construc- 
tion and by 1955 it is estimated 
the proportion of Federal genera- 
tion to total generation in the 
country will be about 15%. 


It should be borne in mind that 
included in these Federal figures 
is the Tennessee Valley Authority, 
for which the Department of the 
Interior has no _ responsibility. 
Thus it can be seen that we are 
talking about a very small pro- 
portion of the power in the United 
States. 


*An address by Secretary McKay at 
Luncheon Meeting of the Commonwealth 
Ciub, San Francisco, Calif.. Aug. 21, 1953. 





Federal Electric Power 


By HON. DOUGLAS McKAY* 


the Interior 


| Secretary McKay, asserting there is much misinformation and 
many misunderstandings as to ! 
plans and policies regarding its electric power operations, ex- 
plains recently announced new policy on this subject. 
Says Federal Government now operates only 111/2% of electric 
generating capacity, with little likelihood of substantial in- 
crease. Asserts he is determined not to make power rates so 
low as to violate sound business principles. Scores monopoly 
in any form, whether by private interests or by government. 


the Federal Government’s 


However, the policy of the De- 
partment of the Interior in plan- 
ning, generating, distributing and 
marketing this block of power Is 
important to the country. Too fre- 
quently in the past the marketing 
of power has been accompanied 
by propagandizing. With this we 
do not agree. We believe that this 
power should be marketed for the 
benefit of all the people of the 
country. It should not be mar- 
keted for the benefit of a chosen 
few nor at the expense of the 
taxpayers. 


To be more specific, I want to 
assure you the Department of the 
Interior will continue, so long as 
I am Secretary, to actively plan 
and to recommend construction of 
reclamation facilities. It will in- 
clude in these plans facilities for 
generating electric energy when- 
ever economically feasible and 
justified. We will also plan single 
purpose projects that are neces- 
sary for the economy of any part 
of the country and which can not 
be provided by local, public or 
private enterprise. 


Will Not Oppose Private Power 


We recognize the primary re- 
sponsibility for supplying power 
needs for any area rests with the 
people locally. It is our responsi- 
bility as an agency of the Federal 
Government to give leadership 
and to give assistance in the con- 
servation and wise utilization of 
our natural resources. 


We do not assume that we have 
the exclusive right or responsibil- 
ity for the construction of dams 
or the generation, transmission 
and sale of electric energy in any 
area, in any basin or in any 
region. We will not oppose the 
construction of any power facili- 
ties that local interests, either 
public or private, are willing and 
able to provide when these facili- 
ties are in accord with the best 
development of the natural re- 
sources of the area. 

I would like to reiterate, as I 
have many times in the past, that 
the Department of the Interior is 
but one of several partners, in- 
terested and responsible for the 
full development of the natural 
resources of the country. We are 
a partner along with the States 
and local communities and private 
citizens. No one of these partners, 
least of all the Federal Govern- 
ment, should have a monopoly in 
the development of these re- 
sources. In fact, the task to be ac- 
complished is so tremendous that 
it will require the active and co- 
operative efforts of all of us if 
the nation is to be kept abreast of 
its needs. 

What, if any, transmission lines 
should the Department of the In- 
terior build? On the one hand, 
there is a strong feeling that all 
power generated at Government 
plants should be sold at the point 
of generation—at the bus bar. This 
is the very successful practice that 
has been followed at Hoover Dam. 
Here the public and private power 
interests build their own trans- 
mission lines without aid or as- 
sistance from the Federal Govern- 
ment. 


Attitude on Transmission Lines 

A more aggressive policy ad- 
vocated by others would have the 
Federal Government build a vast 
system of transmission lines, not 
only tying together several gen- 
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erating plants with high voltage 
lines but also extending high and 
intermediate transmission lines to 
miscellaneous load centers rang- 
ing up to several hundred miles 
from the point of generation. It 
is my belief and it is in keeping 
with our policy that we shouid 
go down the middie of the road. 
I firmly believe, in the interest of 
efficient, businesslike operation of 
the generating plants, the Federal 
Government should ordinarily 
provide the interconnecting trans- 
mission lines between any group 
of plants that are designed to op- 
erate together. This is sound engi- 
neering and provides for proper 
integration. 


In addition, it will be the policy 
of the Department of the Interior 
to provide primary transmission 
lines to carry power generated at 
Federal plants to load ceriters 
within economic transmission dis- 
tances unless other agencies, 
either public or private, have pro- 
vided or will provide these trans- 
mission facilities and make them 
available for delivery of Federal 
power at a reasonable cost. The 
Department will not favor build- 
ing any duplicate facilities where 
this can be possibly be avoided. 


In the Reclamation Act of 1906, 
the first of the Reclamation Acts 
which deals with power, the Sec- 
retary was directed to dispose of 
such power, “giving preference 
to municipal purposes.” Later, this 
was extended to “municipalities 
and other public corporations or 
agencies,” but in recent years the 
various power acts under which 
the Department operates provide 
that the project shall be operated 
“for the benefit of the general 
public, and particularly of do- 
mestic and rural consumers,” giv- 
ing preference and priority to 
public bodies and cooperatives; 
and in the Flood Control Acts, in 
which this Department is the mar- 
keting agent of power generated 
at flood control dams, the Secre- 
tary is directed to “dispose of such 
power and energy in such manner 
as to encourage the most wide- 
spread use thereof at the lowest 
possible rates to consumers, con- 
sistent with sound business prin- 
ciples.” 


Sale of Federal Power 


In an endeavor to give full ef- 
fect to these directives of the 
Congress, we will contract to dis- 
pose of Federal power for the 
benefit of the general public, and 
particularly of domestic and rural 
consumers. In doing so, we will 
give preference and priority to 
public bodies and cooperatives 
located within economic transmis- 
sion distances of the generating 
plant. 


There are many of these 
throughout the country. Any 
power we may have after provid- 
ing for the service of domestic 
and rural customers through these 
preferred agencies will be made 
available to other utilities serving 
domestic and rural consumers, 
which are located within economic 
transmission distance of the gen- 
erating plants. Ordinarily, the De- 
partment will not undertdke to 
dispose of power directly to large 
industrial consumers, but we wiil 
protect their existing contracts, 
and their renewal when not in 
conflict with preference cus- 
tomers. 

In the interest of protecting the 
domestic and rural customers, in 
which the Federal law is so spe- 
cific, the Department will look 
with disfavor om any proposal 
whereby a large industrial con- 
sumer of electric energy may seek 
to obtain Federal power through 
any of our preference customers 
if this will have the effect of 
denying power to any group of 
household or farm users. It is 
quite possible, of course, the de- 
mands of national defense may 
make it advisable to deviate from 
these principles and certainly, 
when this is an issue, we will act 
in the national interest. 


Undoubtedly, many of the con- 


tracts which have been made in 
the past to supply energy to big 
industrial consumers, as for ex- 
ample, aluminum reduction plants, 
have been necessary to strengthen 
our defense. We have no intention 
of cancelling these contracts; in 
fact we believe that, to preserve 
the- sound economy of the regions 
involved, these contracts may be 
extended and even expanded trom 
time to time. Certainly, we pro- 
pose no arbitrary action that will 
cause any consequential damage 
either to the industries involved 
or to the economy of the area in 
which these industries are located. 


event we want some recourse to 
avoid excessive resale rates. 


I assure you, that in the months 
to come, we will follow these 
prineiples. In fact,. we have al- 
ready taken some important steps 
toward that end. For example, 
we have recommended the con- 
struction of a combination irriga- 
tion, domestic water supply and 
hydroelectric project in Colorado. 
This is known as the Arkansas- 
Fryingpan project. I cite this sim- 
ply to give you assurance of our 
active interest in sound reclama- 
tion and power projecis. Another 
example is the recent award of 
a contract in excess of $7,000,000 
for the construction of the Mon- 
ticello Dam which is in your own 
backyard. We will also start the 
construction of the Sacramento 
canals in the very near future. We 
are interested and we will cori- 
tinue to be interested in a sound 
reclamation program and the 
power generating facilities which 
are a part of that program. 


Will Follow Sound Business 
Principles 


I am very determined the De- 
partment of the Interior shall sell 
its electric power at rates which 
are as low as possible but which 
do not violate sound business 
principles. The Department’s rate 
schedules should provide ade- 
quately for the cost of producing 
and transmitting the energy and 
return to the Treasury the capital 
investment in all of the facilities 
together with interest over a pe- 
riod of not more than 50 years. 
In many instances, a part of the 
cost of reclamation projects is be- 
ing paid for by excess revenue 
from power. This is a sound prin- 
ciple and will be continued. 


I firmly believe the rates for 
which we sell electricity should 
be reviewed at relatively frequent 
intervals and certainly not less 
than every five years. There is 
a constant growth in our program 
and there will continue to be. 
New generating plants and trans- 
mission lines are brought into 
operation and costs of mainte- 
nance and operation of the sys- 
tems are constantly fluctuating. It 
is only good business and certainly 
it is standard operating proceaur, 
for other utilities to review their 
rates at frequent intervals. I be- 
iss Suvu.d oe our policy 
arid I propose to follow it. 


In the past the Department of 
the Interior, in negotiating con- 
tracts for the sale of electric en- 
ergy, has in most cases insisted 
upon elaborate contract provisions 
for the control by this Department 
of the resale rates of agencies 
purchasing the energy. Especially 
as applied to public agencies, mu- 
nicipalities and cooperative organ- 
izations which operate on a non- 
profit basis and for the benefit 
of their users, and whose rates 
and operating principles are fixed 
by the laws of the States, these 
provisions have proven onerous 
and distasteful. Furthermore, if 
literally enforced, they would con- 
stitute the Department of the In- 
terior as a rate regulatory agency, 


The Hells Canyon Project 

Another instance of an applica- 
tion of our power policy is our 
action in connection with the pro- 
posed Hells Canyon project on the 
Snake River on the boundary be- 
tween Oregon and Idaho. There 
has been much misunderstanding 
of our position in this matter and 
I would like to clarify it. Here we 
have a private utility seeking a 
permit from the Federal Power 
Commission to build a series of 
three dams on a stretch of the 
Snake River. 


The FPC is hearing the proposal 
of the private utility and it is the 
Commission’s responsibility to de- 
termine whether the proposal of 
the utility company will apppro- 
priately develop the resources. If 
not, the Commission has the legal 
responsibility to deny the applica- 
tion: In its investigation of the ap- 
plication, the Commission custom- 
arily seeks the advice and 
assistance of the other branches of 
the Federal Government, such as 
the Corps of Army Engineers, the 
the Bureau of Reclamation and 
others. This has been a procedure 
established by law and by ex- 
perience over a long period of 
years. 


Only in recent years has a 
philosophy crept into the Depart- 
of the Interior that the Federal 
Government has the exclusive 
right to develop the water re- 
sources of the country. In three 
recent instances, the Department 
has appeared before the FPC pro- 
testing the issuance of any license. 
The Department objected before 
the Power Commission to the issu- 
ance of a license to the Virginia 
above and superior to the public Fisctric and, Power Company, for 
officials managing these districts, case was carried to the Supreme 
and frequently above and superior Court ot the United States and the 
oe laws of the States them- right of the Federal Power Com- 


It is desirable th mission was upheld. 
ergy ea vad t mee Rr tye Me wt The Department of the Interior 
which are. reasowile | end hon also protested the development of 
discriminatory, but we see little the hydroelectric resources of the 
reason to presume tnat ue ..- mss River, here in California, 
partment of the Interior is better by agencies other than the Federal 
equipped to maintain this stand- penta: pee Here again, it was 
ard than are the officers and man- Gomes i by the Federal Power 
agers of other public agencies. Sen: Or Beer ee 
Therefore, the Department. will In November 1949, nearly four 
not hereafter insist on controlling Years 280, the Commission granted 
the retail rates of power which it 2_ license to the Pacific Gas and 
sells to public bodies and coopera- Electric Company to construct a 
tives. It will be assumed that local Series of hydroelectric plants on 
governmental agencies are as fully the North Fork of the Kings River. 
competent to determine the resale It also granted a permit to a co- 
rates for electric energy as is the OPerative group of irrigation dis- 
Department of the Interior. yee ba a te oe poset y 
In cases where the Department 0 2UUCing a power plant on the 
makes contracts with privately pee river, below Pine Flat Dam, 
owned utilities, a clause will be “'“ ery the power develop- 
included to safeguard the inter- ™¢™t of the river feasible. 
ests of the customers of these utili- osgeeen — r= _— mares o- 
: : Mesa e Army Corps o 
ties. Ordinarily, we will he ape Engineers as a flood control and 
that the regulatory bodies of the 


irrigation structure but the power 
States concerned will adequately development has been held up 
protect. the customers of these 


while a protest initiated in the 
utilities, but it is conceivable that, f°'mer Administration is argued 
in some instances, there may not 


in the courts. 
be adequate regulation. In that 


hawve 


Look what happens when one 
Department of the government in- 
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tervenes. The case drags out in 
court which must have months or 
years to consider the testimony. 
In the meantime the area goes 
without vitally needed electric 
power. 


Disagrees With Predecessor 


In the case of Hells Canyon, 
which has been so recently pub- 
licized, I inherited from my pred- 
ecessor a situation with which I 
did not agree. I found we were 
protesting the right of the Federal 
Power Commission to issue a 
license to a public utility, and we 
offered instead a plan which our 
Bureau of Reclamation had de- 
veloped but which Congress had 
specifically failed to approve on 
two occasions. We do not even 
have a Congressional authoriza- 
tien to construct a project at Helis 
Canyon and obviously very little 
chance of obtaining the necessary 
hundreds of millions of dollars to 
build such a project in the near 
future even if it were authorized. 
Gnder these circumstances, the 
Department simply withdrew it- 
self as a protestant before the 
Federal Power Commission. We 
are continuing to furnish the FPC 
with every bit of information at 
our disposal. We are withholding 
nothing. We are simply recogniz- 
ing the Commission as a legally 
constituted judge in the matter. 
This is particularly true when you 
realize that one Congress specifi- 
cally denied the right of the Ve- 
partment of the Interior to pro- 
ceed with this project and another 
Congress failed to act when the 
matter was before it. 

We are vitally interested in the 
ultimate sound development of the 
natural resources of this country, 
but we do believe that it is a 
task to be performed by the Fed- 
eral Government, States, local 
public agencies and private citi- 
zens all working together. We 
hope to be a constructive partici- 
pating member of this partnership. 


Opposes Monopoly in Any Ferm 

I do not like monopoly in any 
form, whether it be a monopoly 
of individuals, of corporations or 
of the Federal Government. Co- 
operation and competition are the 
principles which have expanded 
America to its present tremendous 
potential. The Federal Govern- 
ment, the States, local agencies 
and private capital can all be uti- 
i in a comprehensive plan to 
make America still stronger. We 
do not assert on behalf of the In- 
terior Department all wisdom as 
to America’s future. We want to 
make our contribution and in our 
Proper sphere and to do those 
things which need to be done 
which others cannot do. 


Sidney B. Hook With 
Gross, Rogers Firm 


(Special to Tue Financia Curontcie) 


LOS ANGELES, Calif.—Sidney 
B. Hook has become associated 
with Gross, Rogers, Barbour 
Smith & Co., 559 South Figueroa 
Street, members of the Los An- 
geles Stock Exchange. Mr. Hook 
who has been in the investment 
business for many years was 
formerly with J. A. Hogle & Co. 
and Turner-Poindexter & Co. 
Prior thereto he conducted his 
own investment business and was 
an officer of First California 
Company. 


Shearson, Hammill Adds 


(Special to Tue Financia Curonictie) 
BEVERLY HILLS, Calif.—Jus- 
tin S. Federman has become con- 
nected with Shearson, Hammill & 
Co., 9608 Santa Monica Boulevard. 
He was formerly with Hemphill, 
Noyes & Co. 


With Sutro & Co. 


(Special to Tue Financtrat Curomictur) 


LOS ANGELES, Calif—Harold 
Greenspan has been added to the 
staff of Sutro & Co., Van Nuys 
Building. 
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Under Gold Coinage, Is Gold 
Just Another Commodity? 


By ALDEN A. POTTER 
Bethesda, Md. 


Mr. Potter, in commenting 
commodity,” but is tied in 
is affected by the volume 


can 
price 


on views whether gold is “just 
anether commodity,” holds coined 


metal is not “just another 


with the money supply, and its value 
of bank credit and banking practices. 

be coined and kept in circulation only if bank 
controlled in its supply. Advocates use of a 
index, in place of a general commodity price 


im measuring value of money. 


with the marketing 
of the precious metals under the 
price-fixing procedures of the 


world’s leading governme e 
enables Mr. oF pes: 


Hebert Brat- 
ter to “keep 
his feet on 
the ground” 
in the articles 
he has con- 
tributed to 
the columns 
of the “Com- 
mercial and 
Financial 
Chronicle.” 
In his recent 
advocacy of 
gold coinage 
(July 16) he 
does not base 
his plea on any illusory theory of 


a “value standard” for “sound 
money.” His remarks therefore 
raise the question, if gold be 


coined again will it still be “just 
another commodity” as held by 
Charles E. Wilson in his epic 
Saginaw address? 


The whole point to the Wilson 
view is that no commodity has 
any numerically fixed value. 
None, therefore, can be selected 
and coined by weight as a “stand- 
ard of value.” This has behind it 
a profund mathematical truth, to 
wit, that no cardinal use of num- 
bers can have any meaning that 
is not given to it intentionally, 
in much the same way that words 
acquire meaning, except that in 
the case of money and prices a 
social and political function (the 
law) is requisite. 

In physics numbers may be 
“dimensionless” in use, that is, 
have no relation to size, in de- 
scribing relations between the ele- 
ments of nature. Such relations 
are often surds, like pi. Even pi, 
however, could be taken as .3183 
instead of 3.1416; that is, it could 
be the ratio between the radius 
and circumference of a circle in- 
stead of the reverse. If 4.1888 were 
called pi it would still designate 
the same basic geometrical pro- 
portion in centered spatial rela- 
tions, in this case the ratio be- 
tween the volume of a sphere 
and the cube of its radius. The 
point is that size relations are not 
fixed in terms of number natu- 
rally; an arbitrary choice is in- 
volved in determining usage. Thus 
the densities of the elements 
(gold, for example), i. e., ‘the 
ratio between their measured 
spatial and material content, like 
any other physical “constants,” 
are numerically fixed only by the 
antecedent choices as to units em- 
ployed in the several measure- 
ments made to get the ratio into 
numerical terms for the records 
of science. 

The density of gold is a natural 
fact; but its numercial expression 
is a “fact” unnaturally, i.e., arti- 
ficially, determined. The Bureau 
of Standards, in its primary func- 
tion, is by law authorized to 
standardize means for determin- 
ing the accuracy of measure- 
ments in science, commerce and 
industry. None of these determ- 
inants of physical quantitv, how- 
ever, can be made to define the 


economic value relations of trade 
since these are biological, i. e., 
not purely physical, in determina- 











tion; and biological competition, 
involving the uncertainties of in- 
novation (and obsolescence) is the 
ineluctable, natural fact of this 
evolutionary process of develop- 
ment and extinction even (if not 
especially!) in the evolutien of 
human civilization. It does not 
follow, however, that there can 
be no physical constant upon 
which to base valuations which 
are not merely those of physics 
but involve strategic devices. 

As Mr. Wilson reiterated in his 
article in the “Reader’s Digest,” 
price in general is determined by 
the quantity of money and not 
by the relations between the 
values of different commodities 
(including gold). His reasoning 
was directed toward a defense of 
the escalator clause (in the GM- 
CIO wage contract) against the 
charge that because it promotes 
rising costs (chief of which is the 
wage bill) it gives aid and com- 
fort to the “spiral of inflation.” 
Were this true, the spiral of de- 
flation, which can be induced by 
a “tight money” policy, would 
be as readily aided—if not more 
so. The “tight money” which the 
Administration has attempted to 
implement, pursuing the GOP 
platform, has been in accord with 
this truly constitutional idea that 
the Federal Government has ez- 
clusive responsibility for the 
“value” of money, i. e., its pur- 
chasing power, plus the proposi- 
tion that that responsibility can 
only be fulfilled by controlling 
its supply. 

Mr. Bratter makes it quite clear 
that there is no possiblity of re- 
lying on a “gold standard” in 
fulfilling this function; fiscal and 
monetary means can never be 
eliminated. Basic to this effort at 
stability in prices is a nationwide, 
or even a worldwide, control of 
the money supply such as cannot 
be relegated to gold mining. mar- 
keting, and hoarding in a laissez 
faire policy of the type set forth 
by Adam Smith as an “unseen 
hand”; as Ricardo pointed out, 
Smith was inconsistent on money 
supply and money value. Thus the 
“hidden hand” of money supply 
is, indeed, unseen not only by 
the “man on the street” but also 
by suvposed students of the sub- 
ject. So when elected to Congvress 
such nersons forthwith seek a 
hand that they can see. that is, 
governmental price and wage 
“supports” against “chiselers” 
who depress prices to “cut- 


throat” levels (remember NRA 
days’), and price and wage 
“freezes” and OPA-OPS “police 


power” against “profiteers” who 
“rob the consumer” with inflated 
prices and profits. It is, however, 
impossible that the hand of an 
NRA or OPA, or the gold (or 
silver or copper or what-have- 
you) miner and his costs (as 
Karl Marx also believed) can ever 
displace the fine hand of the 
money supplier in determining 
price levels. 


Illusion of Coinage 
The illusion involved has arisen 
from coinage. Isaac Newton, one 
of the “great” mathematicians of 
history, failed to correct this 


aberration in cardinal usage of 
numbers when he served as Di- 
rector of the British Mint and 
headed the Recoinage Commis- 
sion. For cotmed metal is not 
“just another commodity.” It is 
tied in with the money supply. 
If that supply is inflated, or de- 
flated, by banking practice (as in 
Federal Reserve “credit control’’), 
the goods and services which the 
coins will purchase decrease, or 
increase, accordingly; but the 
relative value of the metal (un- 
coined bullion) remains the same, 
i. e., its price rises because it is 
“just another commodity.” In 
other words, the coins, as money, 
will buy less or more of the metal 
they are made of according as the 
money supply is excessive or de- 
ficient (a sum which is obviously 
not a fixed quantity). 

Clearly, with sufficiently seri- 
ous inflation (which today is due 
not to printing-press bills but to 
fountain-pen ills in bank credit), 
coinage can be traded for so much 
more food as metal tnan it can 
bring as coins that it will not 
stay in circulation but, if the state 
tries to enforce contracts to pay 
in “legal tender” (as by the “gold 
clause”), coinage will be driven 
out of use by “Gresham’s Law.” 
It will be melted down or used 
where it can be traded for its 
metal value—or not used at all, 
i. e., hoarded, and hoarded more 
and more as “cheap money” 
(credit money) declines in value. 

On the other hand, in deflation. 
as bullion falls in price, i. e., in 
the number of coins it takes te 
buy an ounce, minting the coins 
becomes increasinei, profiiavn 
because sO many more coins can 
be struck from a given weight o* 
metal than the metal costs in coins 
already in circulation. Driven by 
the unemployment produced by 
such a depression in money suv- 
ply, counterfeiting develops, not 
in the use of base metals which 
are easily detected, but in the 
pure, precious metals. Some such 
coins were privately struck in 
silver, I believe, back in the days 
of the depressed thirties. They 
may have helped. in a very small 
way, to cure the depression which. 
however, was effectively rem- 
edied only by another World War 
splurge in public spending of 
deficits (filled by bank loans). 

“Free” coinage is an attempt to 
make private enterprise in mint- 
ing legitimate. The owners of 
metal may “freelv” choose to 
bring it to the public mint for 
coinage at cost, as against selling 
it for other use. This, however 
only makes sneculation in “hot 
roney” a certainty. Since the cost 
of minting is no greater ver coin» 
for the very scarce or “precious” 
metals. they are more liable to 
sveculative dealing by “monev- 
changers” because the seignorare 
marvin is varied so much more bv 
shifting costs of mining due to 
price level changes. For this 
reason gold teeters on the verge 
of being useless in coinage, for 
coins are useful only if thev cir- 
culate freely. Like an abacus, 
coinage is a counting device for 
“making change” which is of no 
use when kept under lock and 
key; why fabricate such a mere 


mechanism out of gold? Large 
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denominations are neither needed 
nor feasible in coinage. 


Fixing Prices 


If gold could be cheapened 
(technologically) and money sta- 
bilized (by rational laws) it 
might be feasible to coin gold 
again as a way to unearth the 
nuw useless Kentucky hoard. 
Meanwhile gold is “just another 
commodity” serving only to per- 
petuate the illusion that price can 
be fixed by government fiat 
and/or subsidy. Like other price 
“supports” it gives a temporary 
illusion of stability which turns 
out to be a dilemma for the pub- 
lic treasury. In this case the il- 
lusion can be maintained and the 
dilemma sustained longer because, 
in contrast with food supplies, 
gold is not perishable or of much 
real value in toto; nobody has to 
have any of it to live, not even 
as a “trace element.” 

It follows that gold can be 
coined and kept in circulation 
only if bank credit can be so con- 
trolled in its supply as to prevent 
rising or falling prices. That the 
“authorities” here and abroad do 
not know how to do this is per- 
fectly obvious; witness such in- 
formed criticism of “tight money” 
as that offered by Marriner 
Eccles at Stanford (“Commercial 
and Financial Chronicle,” July 30, 
p. 7). We need money that is 
tight, but not too tight. Such an 
equilibrium depends on the 
money supply, but not on that 
alone. The means by which money 
is added to or removed from 
circulation is not only a moral 
problem in the theory of usury, 
but also a critical factor in mak- 
ing the price system work 
dependably. 

As long as we persist in think- 
ing of money as _ representing 
specific goods in commerce (be- 
cause it is “secured” by “col- 
lateral” when it is issued through 
bank “loans”) we blindly burn 
down the house (destroy com- 
merce and industry) to get rid 
of the rats (of inflation). What 
could be more obvious than such 
a result from the “qualitative” 
regulations of “consumer credit” 
by the Federal Reserve Board? 
Withdraw credit by decree from 
financing automobile purchases 
and the market for cars, old and 
new, collapses. Withdraw credit 
in general, by “tight money” in 
the relation between banking and 
the public debt, and the whole 
economy goes into the doldrums. 
The GOP should have been per-~- 
svicacious enough to have taken 
the hint from the result of the 
“Treasury-Reserve Accord” at its 
incevtion under the Democratic 
Donkey: but no, they had to try 


it for themselves with a naivete 
that has taken its punishment in 
the last-minute furore over rais- 
ing the public debt limit to bal- 
ance the budget! Can this prob- 


lem ever be solved by such a 
process of “trial and error’? Can 
any of the mess over Com- 


munism versus capitalism be so 
resolved? Never! In such a “long 
run” experiment in “social 
science” we shall, as Lord Keynes 


Continued on page 28 


7 = = ee 


Tel.: DElawere 3-3801 


“> = 


ICS 





Income 


% 


— 6 ee eee ee ee 


Stocks 


By KENNETH V. BERRY* 
Security Analyst, Babson’s Reports, Wellesley Hills, Mass. 


Mr. Berry, in pointing out sacrifices that must be made by in- 
vestor seeking stocks offering good yield, suggests as conserva- 
tive grade stocks that offer good income: Corn Products Refin- 
ing, F. W. Woolworth, United Shoe Machinery, Pullman, Inc., 
Greyhound, Curtis-Wright Class A, American Crystal Sugar, 
American Machine & Foundry, Virginian Ry. Co. 6% Preferred, 


Columbia Pictures Corp., and Houdaille-Hershey Corp. 


We all start each day with cer- 
tain assumptions. First of all we 
wiaturally assume that we will live 
the day out. The more opti- 

mistically 
mindea of us 


will go fur- 
ther than that 
and assume 


we will be 
around a year 
from today. I 
feel confident 
that you are 
all optimists 
and are look- 
ing forward to 
cashing nice 
fat dividend 
checks a year 
from now. I 
am glad _ to 
Biave the opportunity to give you 
«a few suggestions of issues we at 
“Eabson's Reports’ have recom- 
mended and continue to hold in 
Siigh regard for income purposes. 
Before I mention these issues I 
would like to preface my list with 
a few remarks covering certain 
important considerations that 
gust be made by anyone inter- 
<sted primarily in income from 
their investment funds. Perhaps 
there are some of you, who like 
wnyself are finding it desirable, 
because of rising costs and other 
considerations, to seek greater in- 
<ome from your investment funds. 
A beautiful young lady all 
during her college career went 
steady with the campus leading 
athlete. Upon graduation much to 
everyone’s surprise she up and 
married a stoutish, balding mil- 
Bionaire nearly three times her 
senior. Upon being queried as to 
why she had made such a drastic 
change, she replied “I have re- 
@eatedliy heard that one must 
snake sacrifices for income.” 


Sacrifices for Higher Yields 


The point I would like to make 
ds that if you reach out for much 
fhigher than average yield you 
will probably be giving up or 
sacrificing some other desirable 
point. I am thinking now of three 
possible sacrifices. 


First: In reaching for current 
thigh income you may be expected 
to sacrifice the possibility of in- 
creasing your income at a later 
date. We have had a long period 
of prosperity. Earnings and divi- 
dends have been for the most part 
exceedingly gratifying since 1928. 
But I am sure you will agree with 
me that at some future date most 
stocks that are now paying liberal 
dividends and selling quite high 
will be paying less and selling 
«nuch lower. If you are not likely 
to be forced to sell them during a 
depression period, price and vari- 
ability need not necessarily be a 
serious matter. However, you 
must recognize that, if you go 
overboard and place all of your 
free funds in high income stocks 
mow, you will lose the oppor- 
tunity later, when stocks are de- 
pressed, of buying issues on which 
the yield will be even more’ lib- 
eral than at present. 


When I began work at Babson’s 
early in 1946, Pennsylvania Rail- 
road was selling around 45 and 
had paid $2.50 the previous year. 
Based on previous 12 month's div- 
ae, ae yield was 5%% which 
wasn vad for a well regarded 
steck. Pcnnsylvania Railroad has 
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had an unbroken dividend record 
since 1848, but where is it selling 
today? At 20 and probably pay- 
ing $1.50. If one had bought 100 
shares of Pennsylvania Railroad 
in 1946, the investment of $4,500 
would be returning $150 or a 3.3%, 
whereas the stock can be bought 
today to yield 74%. In other 
words, $4,500 could purchase 225 
shares now to return $337.50 in 
dividends instead of $150. If some 
happy day the $2.50 dividend 
should be reinstated then it would 
mean $562.50 or 1242% on the de- 
pressed price instead of 7%% 
currently. 


Second: If you insist upon lib- 
eral income at this stage of the 
market for most stocks, you must 
expect to sacrifice stability of 
principal. We realize of course 
that there are many whose cir- 
cumstances and limited funds re- 
quire a higher level of income 
than our current program of set- 
ting aside 70% in fixed income 
and semi-stable securities allows 
them. We realize also that many 
are quite satisfied year in and 
year out if they can have con- 
tinuous adequate income from 
their security holdings. Fluctua- 
tions in the market prices of their 
stocks are not of first importance 
to this special group. They do not 
object to holding thru a period of 
declining valuations of their port- 
folios if they can avoid sharp 
shrinkage of annual income. They 
usually have been seasoned thru 
previous experience to the fact 
that any sizable decline in the 
stock market must be accom- 
panied by a shrinkage in the total 
of their estate values. Their hope 
is that although the principal 
values are written down, income 
values will be reasonably main- 
tained. We have long recognized 
that this desire for stressing in- 
come involves a special danger. 
Experience shows that the higher 
the immediate income sought, the 
greater the risk of principal loss. 
We are great believers that con- 
tinuity of income is far more im- 
portant than its mere size. 


There is another point with re- 
gard to common stocks about 
which I should like to caution you. 
Do not allow yourself to be lulled 
into a false sense of security that 
might have accrued from watching 
the upward trend of stock market 
prices during the past . decade. 
There are many people who have 
forgotten that there is another 
direction that the stock market 
can take besides up and sidewise. 
Remember too that some divi- 
dends have been very liberal dur- 
ing these past years and those are 
also subject to reduction. When- 
ever we have had a business de- 
pression (note the red areas on 
our Babsonchart) common stocks 
have sold considerably lower than 
during the previous period of 
prosperity. So I emphasize once 
again that you must prepare your- 
self now for price variations later 
on in that portion of your security 
account which is held- primarily 
for liberal income. 


Third: Unusually high dividends 
on specific stocks frequently, al- 
though not always, imply weak- 
ness in those particular securities. 
Take the case of American Woolen 
which earned $21.05 in 1946, sold 
at a high of $70 and paid $12 in 
dividends or 17%. To some nov- 


ices this looked good for income 
at the time; and earnings were 
$15.37 in 1947 and $15.92 in 1948 
and though dividends were reduced 


to $10 and then $8 respectively the 
income was still high at 14.3% and 
11.4%. But notice that when the 
dividend was reduced from $12 
to $10 the stock dropped to $40 
and when $8 was paid the stock 
dropped further to $34. At the end 
of 1948 then the yield was still 
high on the original purchase 
price of $70 but note that the 
principal amount had _ declined 
over 50%. Today American Wool- 
en sells at 17 and no dividend has 
been paid the last two years. This 
is a drastic case but illustrates my 
third point of sacrifice. 


Now then, you may well ask 
me “What .am I to do if I need 
and am dependent upon better 
than average income?’ The first 
thing you must do is make up 
your mind what it is you choose 
to sacrifice. If it is enlarged in- 
come later on, or safety, or ap- 
preciation, you must face the is- 
sue squarely and be prepared to 
accept the costs. Otherwise you 
should follow our flexible pro- 
gram which is 70% reserve (35% 
bank and savings and loan de- 
posits, savings bonds or short- 
term governments and 35% fixed 
income bonds and preferreds)— 
30% stocks. 


Your presence here this after- 
noon indicates you are interested 
in income stocks. These I am going 
to discuss briefly in four parts. 
Remember these are primarily for 
income. 


The following three common 
stocks are suggestions for 
conservative grade issues with 
demonstrated good earning power 
even under severe depression 
conditions, of unquestioned finan- 
cial strength. 


Corn Products Refining: This 
leader in its field stands head and 
shoulders above its nearest com- 
petition. You ladies know it as 
Mazola Salad Oil, Karo Corn 
Syrup and Kre-Mel Pudding. Ex- 
pansion of new products is brisk. 
Now, novel items (Zein, protein 
derivative used in manufacture of 
synthetic fibers; Glucuronolactone, 
for arthritis; Inositol, for arterio- 
sclerosis) are ready for commercial 
production. On the basis of past 
performance the new business 
being generated should. mean 
greater profits. This company not 
only has never reported a deficit, 
but it has one of the most im- 
pressive profit margins in_ the 
country’s food industry. The com- 
mon is preceded only by 245,730 
shares of ultra-conservative non- 
callable 7% preferred stock which 
has never been burdensome in 
modern times. Company has en- 
joyed favorable corn harvey. and 
reasonable prices this year. First 
half results were up sharply and 
we have estimated .this year’s 
earnings around $5.30 a share. 
This is one of those rare issues 
which a good many. investors 
owning it seem not concerned 
with its market price action. His- 
tory has shown the dividend pol- 
icy to be quite liberal on the 
average over the years, more so 
when earnings are lower and 
more conservative during boom 
periods. This: is. a depression 
tested issue and noted for its mar- 
ket price stability. Stock may be 
comfortably held for income. 
Yield at current price of 72 is 5%. 


F. W. Woolworth: This 5c to $50 
variety chain's sales are running 
at about the same rate as last 
year’s record performance. Profit 
margin is expected to show some 
gain however from store improve- 
ment and expansion programs. 
Expect a slight gain in earnings 
to at least $3.50. Dividend rate of 
$2.50 looks safe for some time to 
come. English subsidiary (52.7% 
owned) is larger than most people 
realize with about 30% as many 
stores as are on this side of the 
Atlantic. It is hoped that more 
income can “come home” from 
this investment soon. This issue 
has not participated in the stock 
market's general rise or’ more 
specifically in the rise its own 
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field has enjoyed during the last 
five years. Longer term outlook is 
for further gains. At current price 
of 45 this issue yields 5%%. 
Another depression tested issue 
with dividend record unbroken 
since 1912. 


United Shoe Machinery: About 
9 out of 10 shoemakers lease or 
buy some of the 250 types of 
machinery manufactured by this 
company and outlook for the shoe 
industry is good for this year. 
Management has developed 
activities and markets outside 
the shoe industry that could 
add to operating stability. 
Eyelets for instance are soid wo 
TV, automobile and other indus- 
tries. Industrial supply lines 
similar in type to those used fo: 
shoe making are being pushed. 
Some 30 plants around the coun- 
try are adaptable to defense work. 
Outlook for this company is much 
better than it has been for some 
time. Long suffering from the 
squeeze of rising costs, materials, 
wages and development expense, 
some relief is at hand from higher 
rates charged for its leases, with 
more help on the way. Financial 
condition of this company is 
strong despite generous payment 
of earnings in recent years. We 
look for earnings of over $3.00 
and expect that the $2.50 dividend 
will be continued unless it be- 
comes stylish to go barefoot. Mar- 
ket price of 40 is a long way be- 
low the 1946 high of 84%—-yield 
6.2% Depressed price over-dis- 
counts temporary disadvantages, 
like anti-trust suit, which we feel 
are being overemphasized mar- 
ketwise. 


The next three issues are of a 
lighter blue shade of chips—aver- 
age grade. They are somewhat 
more susceptible to variations in 
market prices and to a lesser ex- 
tent in dividends also. The risk 
element is a mite more, so to 
speak, but so is the yield. 


Pullman Inc.: This holding com- 
pany’s main interest is in Pull- 
man-Standard Car Manufacturing 
Co., the world’s largest manufac- 
turer of railroad freight and pas- 
senger cars. In late years com- 
pany has diversified into other 
lines such as earth moving equip- 
ment, trailer trucks, metal fabri- 
cation for buildings, etc. Another 
subsidiary, M. W. Kellogg Co., is 
recognized as a leader in fiuoro- 
carbon plastics which is rapidly 
becoming an important segment 
of Puilman’s business. Earnings 
may be uv 10-15% this year over 
last, to garner at least $5 per 
share. Despite adjustments which 
eventually must be made when 
huge military business is cut back 
future outlook is good. Exception- 
ally strong finances—net working 
capital per share as of June 30, 
1953 was equivalent to $50 per 
share, more than the stock is cur- 
rently selling for at $39. Yield 
is generous at 7.6%. Dividends 
have been paid since 1867. 


Greyhound: This stock has done 
little either earningswise or mar- 
ketwise during the past several 
years. It has, however, provided 
a nice income during this time. 
1953 earnings are better. At its 
present rate results will quite 
likely be between $1.35-$1.40 giv- 
ing comfortable margin of cover- 
age to the $1 dividend maintained 
during the past five years. The 
world’s largest carrier of inter- 
city passengers has expanded its 
operations by numerous acquisi- 
tions of other companies in the 
field. Further earnings improve- 
ment could come from raising 
low rates which have considerable 
leeway in comparison to other 
modes of travel. At its current 
price of 13% the yield is 7.4%. 
More people travel by bus during 
depressions than by other more 
costly methods. 


Curtiss-Wright Class A (non- 
cum.): More than one-half of this 
company’s business is normaliy 
military, during the war and re- 


cent defense program, of course, 
the military portion becomes 
highly magnified. Unfilled orders 
and letters of contract as of June 
30, 1953 totaled over $1,050 mil- 
lion vs $950 million a year ago. 
The Class A is attractive for in- 
come and the $2 dividend should 
be well covered. Though the stock 
is non-cumulative, in 1947 when 
a deficit of $1.43 was recorded for 
the Class A, the dividend of $2 
was paid just the same. Consider- 
ing the very strong financial con- 
dition of the company (no funded 
debt and excellent working capi- 
tal position) we would rather hold 
the Class A than the common; the 
latter’s recent years’ dividends of 
$1 were mainly a return of capital 
as the dividends were only par- 
tially earned. Current yield at 
very reasonable price of 24% for 
the stock is 8.1%. 

For those of you _ desiring 
greater stability of principal 
while sacrificing some income, as 
compared to the previous common 
stocks, we suggest the purchase of 
the following conservative grade 
issues which provide fair income. 


American Crystal Sugar: The 
company is one of the leading 
producers of beet sugar in this 
country with a good performance 
record. Its 442% Cumulative Pre- 
ferred $100 par issue is small, only 
58,969 shares and dividend re- 
quirements have always been 
comfortably covered by the com- 
pany’s earning power. Currently 
selling at $90, it yields 5%. Call 
price is 105. 

American Machine & Foundry: 
Another leader in American in- 
dustry specializing in automatic 
and semi-automatic machinery for 
wide assortment of other indus- 
tries, gained its good reputation 
early in specializing in machinery 
used in making and packaging 
tobacco products. Serves food and 
packaging industries also among 
others. In recent years company 
has had to devote a large part of 
its activity to the defense program 
for which it has heavy backlog of 
orders. While growth and opera- 
tions are accustomed to variations 
the preferred dividend is well 
cared for. We like the 3.9% Cum- 
ulative Preferred $100 par. At its 
current price of 82 it affords a 
yield of 43%4%. Call price is $106 
through 7/15/54 then lower. 

Virginian Ry. Co. 6% Cumula- 
tive Preferred $25 Par: This is our 
tnird suggestion for the better 
grade income preferreds. This 
road while small has had a long 
record of good earnings. A unique 
feature of this road is the benefit 
it derives from the “gravity” fea- 
ture of its operations. With its 
favorable producing areas located 
in the. mountains and with a 
larger proportion of its tonnage 
moving to the seaboard, the Vir- 
ginian has exploited physical 
characteristics by electrifying 135 
miles of its main line between 
Mullens, West Virginia and 
Roanoke, Virginia. It is reported 
that the electricity generated by 
two loaded trains descending the 
grade can put back into the line 
enough power to haul one loaded 
train of similar size back up over 
the grade. It is further said that 
this electrification saves the com- 
pany nearly 50% per gross ton mile 
in hauling costs. In addition, there 
is a savirig of brake shoes, since 
the braking effect due to the 
generation of electricity tends to 
prevent gravity thrust on the 
downgrade. Outlook for this stock 
is satisfactory and at current price 
of 27 it provides a yield of 5'2*%. 
It is non-callable. 

The next and last three pre- 
ferred issues are suggestions for 
average grade situations furnish- 
ing higher yield but containing 
also a higher element of risk 
stockmarketwise than the preced- 


ing preferreds. We do feel, how- 





ever, the dividend payments are 
safe. 


Columbia Pictures Corp.: Con- 
sidered one of the strongest of 
the independent motion picture 
producers, Columbia’s earnings 
have varied but in most years 
have been satisfactory and com- 
-pany apparently is holding its 
own in recent competitive strug- 
gle. For those prepared to reacia 
out for income, the $4.25 Cumula- 
tive Preferred stock of this com- 
pany selling at 63 vields 67%. 
Stock is callable at 107 through 
1/14/56, lower thereafter. 

Houdaille-Hersey Corp.: Manu- 
facturer of shock absorbers and 
bumpers and parts for refriger- 
ators, aircraft, railroad and other 
industries. Financial condition ex- 
cellent. Operations consistently 
profitable the results variable as 
is the industry. The $2.25 Cumu- 
lative Preferred stock is well pro- 
tected by earnings and is con- 


German Dollar Bond Validation Details. 
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vertible into 124 shares’of com- 
mon through 9/1/55, expiration 
date. The conversion feature is of 
no value at current prices, but 
with the preferred selling at 34 a 
yield of 6.6% is available. Call 
price of $51.25 stands until 9/1/55 
then less. Replacement business 
an important factor also. 

Tne $2.80 Cumulative Preferred 
stock ($50 par) of Truax Traer 
Ceal Co., a relatively low-cost, 
highly mechanized well-inte grated 
producer of bituminous coal looks 
attractive to us at its current price 
of 45; yield 6.2%. This issue is 
convertible into two shares of 
common at any time unless called. 
While the conversion feature has 
no current value its potential ap- 
pears to be greater than that of 
the previous issue. This company 
is well equipped to withstand the 
trials and tribulations at times 
common to this industry, than are 
most others in it. Earnings outlook 
satisfactory. 


Douglas W. Hartman and Dr. Walther Reusch, U. S. and Ger- 

man members, respect:vely, of Validation Board for German 

Dellar Bonds, announce that holders of these issues will be 

able to take steps to have their bonds validated beginning 
Sept. 1. Official notice in this issue on page 18. 


According to an announcement 
made Aug. 26 by Douglas W. 
Hartman and Dr. Walther Reusch, 
United States and German mem- 





Douglas W. Hartman Dr. Walther Reusch 


bers respectively of the Valida- 
tion Board For German Dollar 
Bonds, 30 Broad Street, Suite 
3601, New York 4, N. Y., effective 
Sept. 1, 1953 holders of German 
Dollar Bonds will be able to take 
steps to have their bonds vali- 
dated. 

It is estimated that some $350,- 
000,000 par value of German Dol- 
lar Bonus are eligible to be vali- 
dated, and that about 100,000 per- 
sons: in the United States are 
owners: of the 92 separate bond 
issues which the Validation Board 
will now _ review. Validation 
procedure is necessary because an 
additional amount of $350,000,000 
of German Dollar Bonds which 
had been repurchased for retire- 
ment, disappeared after the So- 
viets occupied Berlin in 1945 and 
began reappearing thereafter on 
international securities markets. 

The Board invites the holders of 
German Dollar Bonds to take the 
following steps for the validation 
of their securities: 


(1) Registration forms should 
be obtained from a bank, broker 
or secur tres eeater. the »» nositary 
Banks mentioned hereafter, or 
from the Validation Board, 30 
Broad Street, Suite 3601, New 
York 4, N. Y. 

(2) Bonds should, together with 
registration forms properly filled 
out and executed, be mailed or 
delivered to the appropriate De- 
positary in New York City by 
Aug. 31, 1954. In case of the 
Dawes Loan, Young Loan and 
Free State of Prussia Bonds, the 
depositary is J. P. Morgan & Co. 
Incorporated, 23 Wall Street, New 
York City, N. Y. All other bond 
issues affected by the validation 
procedure should be sent to The 
National City Bank of New York, 
Corporate Trust Department, 20 
Exchange Place, New. York 15, 
New York. 


It should be clearly understood 
that bonds subject to validation 
which are not validated will not 
benefit from service to be re- 
sumed under the terms of the 
London Debt Agreement on Ger- 
man External Debts, and will not 
be eligible for trading on securi- 
ties markets which will readmit 
them once a sufficient amount 
has been validated. 


Mr. Hartman and Dr, Reusch 
explained that the Validation 
Board in New York deals only 
with the validation of German 
Dollar Bonds for which the United 
States is the country of offering 
“a »~roich pnysicallvy were outside 
of Germany and certain German 
held territories on Jan. 1, 1945. 
However, holders of other Ger- 
man Dollar or Foreign Currency 
(e.g. Pounds Sterling, Swiss 
Francs, etc.) Bonds should apply 
to the Board for advice. 

German Bonds issued prior to 
1925 and denominated in the old 
German “Mark” (the German 
Reich currency before 1925) are 
not included in any validation or 
debt settlement program, since 
such securities do not and never 
will have any tangible value. 
Banknotes denominated in “Mark” 
are worthless, too. 

Holders of securities denomi- 
nated in “Reichsmark.’. (the Ger- 
man Reich currency. from 1925 to 
1948) who have not yet had their 
securities validated should con- 
tact the Securities Settlement Ad- 
visory Agency at 39 Broadway, 
Suite 3202, New York City, N. Y., 
at the end of this year. 


OFFICIAL NOTICE of the is- 
sues invelved and the procedure 
of validation appears on page 18. 


Paul Bowden Joins 
Baxter, Williams 


(Special to THe FinancisL CHRONICLE) 


CLEVELAND. Ohio— Paul S. 
Bowden has becore associated 
with Baxter, Williams & Co., 
Union Commerce Building, mem- 
bers of the Midwest Stock Ex- 
chenge. Mr. Bowden was form- 
erly with Francis Il. du Pont & 
Co. and prior thereto was with 
. W. Simon & Co. and was man- 
ager of the municipal department 
for Ball, Burge & Kraus. 


Joins Robt. Baird Co. 


(Special to Tre Financia CHRONICLE) 

MILWAUKEE, Wis. — William 
S. Eddy has become affiliated 
with Robert W. Baird & Co., 110 
East Wisconsin Avenue. For the 
past 17 years Mr. Eddv has been 
with A. G. Becker & Co. 
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By WALLACE STREETE 














Some concentrated selling 
attention was paid to the rail- 
roads in this week’s market 
but while the pressure was 
enough to drop the carrier in- 
dices momentarilly to new 
low levels for the year, it 
wasn’t enough to start any 
debacle among the chartists. 
It served mostly to point up 
the day-by-day and stock-by- 
stock nature of the market re- 
cently. 

* od uK 

This was in contrast to 
what happened as recently as 
1946 when the mere possibil- 
ity that previous lows would 
be violated started anticipa- 
tory selling even before the 
event and led to a rather 
sharp decline and a two-year 
period of stagnation before 
things brightened up again. 
Since then stocks have been 
held in strong enough hands 
so that the daily market fluc- 
tuations are ignored along 
with what the chart followers 
call preliminary bull and bear 
signals. It leaves the deluge of 
mid-1950, on the outbreak of 
the Korean War, as the last 
blind, unreasoning stampede. 


* % %* 


The Last Gasp 


What the trouncing did do 
was to end the speculation 
over a last-gasp revival of the 
summer rally which, ironical- 
ly, the rails were to trigger as 
far as general expectation was 
concerned. The seasonal rise, 
by tradition, usually reaches 
its climax about now with 
mid-October the time for the 
reaction lows. There’s always 
a consoling adage handy in 
the stock market and the cur- 
rent one in use is that since 
the summer rise was so re- 
stricted, any reaction from it 
should be similarly moderate. 


ve od % 


For a change, any traders 
nimble enough to profit from 
it had something of a trading 
wonder to toy with. The gyra- 
tions of Denver & Rio Grande 
issues were a throwback to 
the lusty days of old. One 
day’s product was a four-point 
hop. The heavy selling of 
Monday carried it off more 
than two points but the divi- 
dend increase and 50‘ stock 
declaration just before the 
close enabled it to recover 
most of the loss. But the fol- 
lowing day, when the disap- 
pointment over the lack of an 
outright split set in, it trav- 
eled over a range of almost 
six points. Illinois Central, ob- 
viously chagrined over a boost 
of only 25 cents in its divi- 
dend, was almost as erratic, 


roaming over a distance of 
more than five points in a 
couple of sessions. 





Rail Action a Professional 


The setback had all the ear- 
marks of being mostly a pro- 
fessional matter. Traders had 
loaded up on the rails in an- 
ticipation of some good price 
action when the earnings re- 
ports started pouring out. It 
was both logical and charac- 
teristic that they tossed their 
holdings out when the group 
failed to derive any comfort 
from the good financial re- 
ports. The brokerage gentry 
reflected this belief by refus- 
ing to get very concerned over 
the selling. 


One of the minor barome- 
ters that a handful of brokers 
have come to watch is the 
timing of the new highs or 
new lows by the motors and 
steels since the pattern in past 
years has been for one to take 
a decisive course some half a 
year before the other. But this 
was somewhat upset in mid- 
week when U. S. Steel, Cru- 
and others 
made new lows on the same 
day that Chrysler, General 
Motors and Continental Mo- 
tors pushed to new low terri- 
tory on their own. 


Laggard Secondary Issues 

Another disappointment, of 
a somewhat longer duration, 
are the so-called secondary 
issues. When the market re- 
acted from the bull market 
peaks bright and early this 
year, it was the consensus that 
the blue chips had done their 
work well in the post-election 
runup and that from there out 
it was up to the more specula- 
tive issues to assume leader- 
ship and keep the bull market 
going. They have consistently 
refused to do so, however, 
outside of a few special situa- 
tions. The new lows of the 
week were well larded with 
these “‘potential” | 


Among the secondary and 
speculative 
that were prominent in 
slumping into new low terri- 
tory were those of the quality 
of Blaw-Knox, Avco, Capitol 
Certain-teed, 
Checker and Chicago Yellow 
Cab, Duplan, 
Sun Chemical. 


Servel, 


Packard and 


followers of 


have been hoping in vain for 
better things from their favor- 
ites for something like half a 
dozen years now, the week 
was doubly depressing. Wil- 
son, Morrell and Armour 
dropped to new 
little show of resistance to the 


trend despite the fact that 


lows with 






) 


(729y 13 


they are in one of the most 
severely depressed groups on 
the board. 

* 


%* o 


Volume Up 


The brightest aspect of the 
week—but not to stockhold- 
ers—was that volume moved 
back to the 1% million 
“norm” that was standard 
earlier in the year. It was the 
first time since early in June 
that volume was fairly re- 
spectable for more than a ran- 
dom day or so. And volume is 
what keeps the brokers sup- 
plied with the wherewithal to 
pay their bills. 

%* %* ok 

One curious parallel stood 
out: This is the second week 
running that a two-day cycle 
has prevailed. It was the pat- 
tern of sinking-prices with ne 
sign of recovery one day, fol- 
lowed by a continuation of the 
decline early the following day 
with with a somewhat spirited 
recovery setting in when the 
list had gone down as far as 
it intended. Here, again, the 
pattern is one of professional 
handling with little public 
participation. The essential 
differences this week were 
that the selling was able to 
make more inroads and the 
recovery was much tamer, 
coupled with the fact that the 
list has worked lower with the 
previous lows of the year in 
jeopardy on any further pres- 
sure. 

“ 1% u% 
Flare-Up in Benguet Mining 

Lowly Benguet Mining, 
which has been given a play 
now and then on the prospects 
of doing some profitable gold 
mining in the Philippines, had 
its day in the footlights when 
it erupted in a burst of activ- 
ity on Tuesday including an 
opening of 74,900 shares and 
a day’s volume of 119,600 
shares. It hasn’t been since 
the days of the famous Com- 
monwealth & Southern that 
volume of that size has been 
recorded. Commonwealth 
year after year made the head 
of the list of most active issues 
until it was stricken from list- 
ing on its dissolution in 1949. 
This old favorite, moreover, 
went out in a blaze with one 
sale of 350,000 shares just be- 
fore its trading life ended, 
which was one of the largest 
single sales of a Big Board 
stock on record. Moreover, On 
the same day it also appeared 
in a 150,000-share transaction 


andincidental others, ae- 
counting for nearly half of the 
total volume of the day. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of in@ 
Chronicle. They are presented as 
those of the author only.] 


R. M. Snyder Opens 
POTTSVILLE, Pa.— Robert M. 
Snyder has opened offices at 1624 
Mahantoggo Street to engage im 
the securities business. He was 
formerly with Reynolds & Co. 
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Motor Vehicle 


By CURTIS V. 


Calling attention to inadequate 
gests a formula for meeting th 


Toll Highways 


TER KUILE* 


highways, Mr. ter Kuile sug- 
e problem of constructing and 


financing new facilities. Reviews development of motor trans- 
portation, and says there are indications turnpike and bridge 
tolls are approaching a saturation point. Proposes: (1) crea- 
tion of Federal Highway Authority; (2) allocation of 50% of 
U. S. tax receipts from autos and accessories as well as gaso- 
line and oil taxes to this Authority; and (3) have states pass 
laws making it mandatory to use highway taxes for highway 
purposes. Holds result should permit at least a one-third 
average reduction in toll rates. 


There are at present about 53 
million automobiles, trucks and 
busses being driven over the 
highways of the United States. 
These vehicles 
are now op- 
erating on 
roads not 
suitable to 
accommodate 
half that 
number of 
machines. The 
question has 
arisen as to 
how to lay 
out, finance 
and construct 
the new facil- 
ities necessary 
to handle 
such a large 
volume of traffic. The writer has 
devised a suggested formula for 
meeting this important problem, 
but before a solution is proposed 
perhaps it would be advisable to 
review certain factors entering 
into a consideration of the history 
of this development and having a 
bearing on the whole subject of 
motoring and of motor treight 
haulage. 





Curtis V. ter Kuile 


Auto’s Contribution to Nation 


Although there have been many 
marvelous inventions in this 
Twentieth Century, there can be 
little doubt but that the motor 
vehicle was the most outstanding 
development and had more to do 
with the economic improvement 
of the United States and its citi- 
zens’ welfare than any other in- 
novation in this modern age. It 
has revolutionized transportation, 
increased employment tremen- 
dously added to the pleasure and 
comfort of the people, and it has 
greatly augmented the national 
income. An interesting point to 
note is that the production of 
motor vehicles on a commercial 
scale actually began in the very 
first year of the Century, for 1m 
1900 the industry started off with 
the manufacture of 4,192 units 
with a value of $4,899,443. These 
figures may be compared with the 
results for 1952, when 5,554,000 
units having a value of over $9,- 
000,000,000 were put on the mar- 
ket. Such rapid development has 
produced not only untold wealth 
and pleasure to the nation, but it 
has also brought with it certain 
serious problems, one of the most 
pressing having to do with the 
financing, construction and main- 
tenance of suitable highways to 
carry this tremendous traffic. 

In 1900 the population of the 
United States was 75,994,575 per- 
sons. At that time the average 
businessman arrived at his office 
by railroad, trolley or horse 
drawn vehicle. The average work- 
man walked to his job, even up 
to a distance of four or five miles. 
There were no parking problems 
and the open highways were not 
unduly burdened with traffic, 
though in the large cities certain 
Streets were apt to be crowded 
with drays, Particularly in the 





*The writer is a graduate mechanical 
engineer, Cornell University. He has been 
engaged in engineering and the invest- 
ment business for many years and is a 
member of the Cornell Engineering So- 


clety and the New York j 
curity Analysts. ay a Se 
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vicinity of railroad stations and 
wharves. 


Industry’s Early Days 


In a comparatively short time 
automobiles began to appear on 
the highways and their advent 
was received with mixed emotions 
by the citizens. The writer actu- 
ally drove his first motor vehicle, 
a Cadillac, in the Spring of 1902. 
At that time there were several 
American machines available and 
also a few of foreign make, us- 
ually driven by professional 
chauffeurs. Problems arose with 
regard to the handling of horses 
when automobiles passed, also 
mechanical difficulties were more 
numerous than they are today. 
Accidents were quite rare and 
were caused more often by the 
collapse of a culvert or the mired 
condition of the road than by 
collisions. Most highways were 
surfaced with “McAdam” crushed 
stone, which proved quite suitable 
in view of the comparatively 
slow speed of the vehicles, but 
was apt to be dusty. Consequently 
there was a brisk demand for 
goggles and “duster” coats. There 
were no windshields, electric 
lights or self starters, yet the joys 
of motoring had begun to grip the 
populace, and the grand future of 
the automobile was well on its 
way. 


For quite a few years after mo- 
tor vehicles were introduced there 
was no actual need for special 
provision for them. To begin with, 
no one ever thought of parking 
his car on the street over night. 
Every motorist was very careful 
of his machine and kept it in a 
garage or carriage house. It is true 
that the roads would sometimes 
become terribly crowded return- 
ing from the Vanderbilt Cup or 
Brighton Beach races, but on most 
occasions there was plenty of room 
on the highways for anyone who 
wished to use them. However by 
1929, when a total of 5,358,420 pas- 
senger cars and trucks were pro- 
duced, it became evident that 
something would have to be done 
to accommodate this great new 
type of transportation. 


Evolution of Turnpikes 


There was nothing particularly 
new regarding turnpikes in the 
United States. The first toll road 
was built in Virginia in 1786. It 
was known as the Little River 
Turnpike and extended from 
Alexandria to a point east of Win- 
chester. The Lancaster Turnpike 
was opened to traffic in 1794. It 
was built by the Philadelphia and 
Lancaster Turnpike Road Com- 
pany, with permission of the State 
of Pennsylvania. It was 62 miles 
in length and cost $465,000: Tolls 
of from ic to 13%c per mile were 
charged, according to the width of 
the wheels and the number of 
horses used. Freight was carried 
in Conestoga covered wagons and 
travelers went by stage coach. 
This was the first financially suc- 
cessful toll road and it was 
privately financed and operated. 

The first toll road constructed 
exclusively for motor vehicles by 
a public Authority was the Penn- 


sylvania Turnpike, opened to 
traffic on Oct. 1, 1940. It was 160 
miles in length, extending from 
Middlesex to Irwin, and was fi- 
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SEC Proposes Rule on Stock Options 


Sets down procedure for determining cest, if any, of stock 

options to corporate executives and employees that may be 

reflected in profit and loss or income statements filed with the 
Commission. Comments on proposed rule invited. 


nanced by agencies of the United 
States Government through a 
grant of $29,250,000 and a loan 
of $40,800,000. It has proven to be 
a successful venture and has re- 
cently been extended to a total of 
327 miles from a point near Phila- 
delphia through to the Ohio 
border. Since the construction of 
the original Pennsylvania Turn- 
pike, motor toll roads have been 
built in Maine, Colorado and New 
Jersey, and others are being 
planned in Ohio, West Virginia, 
Oklahoma, New York and Indiana. 
Moreover a number of toll bridges 
have been constructed for motor 
vehicles, the larger of these in- 
cluding the George Washington, 
Delaware River, Golden Gate, San 
Francisco Bay and the Whitestone. 
There can be no doubt but that a 
great effort has been made by 
various states and public Authori- 
ties to make motor travel more 
rapid and convenient. 


Toll Charges 

However, there is one point 
which should be emphasized in 
connection with all this endeavor 
to facilitate automobile, truck and 
bus transportation. This has to do 
with the rather high cost which 
users must pay to take advantage 
of these facilities. In order to 
drive over the full 327 miles of 
the Pennsylvania Turnpike a pas- 
senger car is charged $3.25 and a 
heavy truck with trailer must pay 
up to $20.50. Passenger car toll on 
the 118-mile New Jersey Turn- 
pike is $1.75. A motor trip from 
New York to Baltimore and re- 
turn costs $6.40 in bridge, tunnel 
and turnpike tolls for a distance 
of 422 miles. 

As a matter of fact, there are 
indications that the cost of motor 
operation is approaching a point 
where it will interfere with the 
sale not only of new vehicles but 
of gasoline, tires, and accessories, 
and bring about a decline in the 
earnings of motels, hotels and 
restaurants along the highways. 
Gasoline and Diesel oil taxes, to- 
gether with extra motor truck use 
charges, have been raised in many 
states to a point quite out of pro- 
portion to the benefits which 
motor vehicle operators are sup- 
posed to get in return. Insurance 
rates are very high, particularly 
in the densely populated areas; in 
some localities these rates have 
been raised several times in the 
past five years. This is, of course, 
due to careless driving, excessive 
speed exorbitant claims and cost 
of repairs. 

If each state were to lay out 
a toll throughway to interconnect 
with those of neighboring states, 
the cost of a pleasure tour or 
business trip could become exces- 
sive, provided the best and short- 
est routes were followed. If a car 
owner were to drive from New 
York City to Chicago and return, 
using the New Jersey Turnpike to 
Bordentown, the proposed Dela- 
ware River Extension, Pennsyl- 
vania Turnpike, and the proposed 
Ohio and Indiana Turnpikes, he 
would have to pay about $22.50 in 
tunnel and turnpike tolls for the 
1,700 mile trip. During an average 
year his insurance costs are be- 
tween $50.00 and $144.40, licenses 
$18, tolls $25, gasoline taxes $57, 
in addition to which he should 
charge depreciation of about $250 
on his car; a total of $450, or an 
average of nearly $40 per month 
without considering the actual 
running expense for the vehicle. 


Have Tolls Reached Saturation 
Point? 


All this may seem _  inconse- 
quential at present when high 
wages and inflation generally 
tend to make people careless with 
their money. However, when 
more difficult times roll around 
the story may be quite different. 
It should be clearly borne in mind 
that not one of the toll turnpikes, 
or even the larger, better known 
toll bridges or tunnels have ever 
been through a depression, not 


Continued on page 29 


Last February the Securities 
and Exchange Commission an- 
nounced that it had under con- 
sideration the adoption of a pro- 
posed rule concerning treatment 
of compensation in the form of 
stock options granted by corpora- 
tions to their officers and em- 
ployees. All 
were invited to submit views and 
comments on the proposal. 


The rule, the Commission states, 
was proposed because of the ap- 
parent lack of unanimity of opin- 
ion among corporate and public 
accountants as to the appropriate 
manner in which the amounts, if 
any, to be charged against income 
representing compensation to re- 
cipients of stock options should be 
determined. The principal point 
of disagreement was the time at 
which the determination should 
be made. Persuasive arguments 
were advanced for each of three 
dates, i.e... when the options were 
(1) granted, (2) exercisable, or 
(3) exercised. 


The Commission, after consid- 
eration of the comments and sug- 
gestions received, is of the opinion 
that the propriety of using any 
one of these dates in all cases has 
not been established, and that de- 
termination of, and accounting 
for, cost to the grantor based upon 
the excess of fair value of the 
optioned shares over the option 
price at any one of the three dates 
advocated might, in some cases, 
result in the presentation of mis- 
leading profit and loss or income 
statements. 


In these circumstances the Com- 
mission states that it deems it in- 
appropriate to prescribe a proce- 
dure for determining the amount 
of cost, if any, of these stock op- 
tions to be reflected in profit and 
loss or income statements filed 
with the Commission. However, 
in order that investors may be 
apprised of the monetary sig- 
nificance of the concessions made 
by registrants to officers and em- 
ployees through the granting of 
stock options, the Commission 
proposes to adopt a rule to be 
added to Regulation S-X, and to 
be designated Rule 3-20 (d), which 
will require full and complete 
disclosure of all stock option ar- 
rangements in financial state- 
ments filed with the Commission. 


The text of the rule, which it 
is proposed to adopt is as follows: 


“Rule 3-20 (d). Capital Stock 
Optioned to Officers and Em- 
ployees— 


“(1) A brief description of the 
terms of each option arrangement 
shall be given, including (i) the 
title and amount of securities sub- 
ject to option; (ii) the date or 
dates upon which the options were 
granted; and (iii) the date or 
dates upon which the optionees 
became entitled to exercise the 
options. 

“(2) State per share and in to- 
tal (a) with respect to the shares 
subject to option at the balance 
sheet date, the option price, and 
the fair value at the dates the 
options were granted; (b) with 
respect to shares as to which op- 
tions became exercisable during 
the period, the option price, and 
the fair value at the dates the 
options became exercisable; and 
(c) with respect to the shares as 
to which options were exercised 
during the period, the option price 
and the fair value at the dates the 
options were exercised. 

“(3) State the basis of account- 
ing for such option arrangements 
and the amount of charges, if any. 
reflected in income with 
thereto.” 


All interested persons are in- 
vited to submit views and com- 
ments on the proposed rule ad- 
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interested persons — 


dressed to the Securities and Ex- 
change Commission, 425 Second 
Street, N. W., Washington 25, 
D. C., on or before Sept. 25, 1953. 


Club to Hold Outing 


CHICAGO, Ill—The Municipal 
Bond Club of Chicago will hold 
its annual field day on Friday, 
Sept. 11 at the Knollwood Club, 
Lake Forest, Illinois. The outing 
will be preceded on Sept. 10 
by cocktails and dinner at the 
Union League Club. Guest reser- 
vation fee, $30. Member reserva- 
tion fee $10. 

Buses have been chartered to 
take members to the club. Full 
information may be obtained from 
the transportation committee. 

Special features of the outing 
will be golf, softball and tennis, 
and also a very special event un- 
der the direction of Allan Blair 
of Allan Blair & Co. 

William S. Morrison, Jr. is the 
general chairman of the outing. 
Members of committees are: Ar- 
rangements: William A. Grigsby, 
John Nuveen & Co., chairman; 
George L. Barrowclough, First of 
Michigan Corporation; Milton J. 
Hayes, American National Bank 
& Trust Co.,; Charles E. Lundfelt, 
McCormick & Co.; Floyd W. 
Sanders; Arthur Tresch, Smith, 
Barney & Co. 

Reception: Francis R. Schanck, 
Jr., Bacon, Whipple & Co., chair- 
man; Thomas W. Evans, Conti- 
nental Illinois National Bank & 
Trust Co.; Milton S. Emrich, Har- 
ris, Hall & Co., Inc. 

Entertainment: John F. Kehoe, 
Stern Brothers & Co., chairman; 
John F. Detmer, H. M. Byllesby 
and Company, Incorporated. 

Dinner and refreshments: Row- 
land H. Murray, Nongard & Co., 
chairman; Ross A. Gustafson, 
Northern Trust Company; 

Transportation: Sidney V. Dun- 
can, R. S. Dickson & Co., Ine., 
chairman; John H. Jackson, Leh- 
man Brothers; Warren S. Yates. 

Special event: Allan Blair, Al- 
lan Blair & Co., chairman; Ed- 
ward V. Vallely, John Nuveen & 
Co.; Frederick W. Channer, Chan- 
ner Securities Corp.; George R. 
Smith, E. F. Hutton & Company; 
Linus F. Groene, Dempsey & Co.; 
Walter A. Hintz, Stone & Webster 
Securities Corporation. 

Prizes: Paul Stephens, Paine, 
Webber, Jackson & Curtis, chair- 
man; O. H. Heighway, Horn- 
blower & Weeks; William H. 
Chamberlain, Halsey, Stuart & 
Co., Inc. 

Golf: John W. Allyn, A. C. Al- 
lyn & Co., chairman; Ronald M. 
Coutts, John Nuveen & Co.; Ken- 
neth L. Eaton; Justin T. Ottens, 
Salomon Bros. & Hutzler. 

Softball: Sam M. Stallard, 
White-Phillips Company, chair- 
man; P. A. Bergquist, First Na- 
tional Bank of Chicago; Thomas 
L. Kevin, Glore, Forgan & Co. 

Tennis: Paul Hackbert, Rodman 
& Linn, chairman. 


Richard 0. Tufts With 
Colvin & Stine 


(Special to Tue Financia, Cmrowrcie) 

SAN FRANCISCO, Calif— 
Richard O. Tufts has become as- 
sociated with Colvin & Stine, 310 
Sansome Street. Mr. Tufts was 
formerly a partner in Technical 
Fund Distributors and prior 
thereto was with Klehmet and 
Company. 





Continued from page 2 
The Security 
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I Like Best 


company’s main line in the last 
year. 

(3) During the past year, a sub- 
stantial expansion program was 
completed and it’s all paid for. 
Additional facilities may be 
needed, two years hence, requir- 
ing moderate financing. Present 
delivery capacity of 1,066 million 
cubic feet is adequate to meet 
near-term customer needs. With a 
daily sales average of only 655 
miltion cubic feet in 1952, the 
company has room for a much 
more efficent and profitable gas 
load. This is being accomplished 
by adjusting present delivery con- 
tracts and developing huge under- 
ground storage facilities to meet 
peak winter demands. Any pipe- 
line’s potential for growth and 
high earnings, to some degree, 
may be measured by the extent of 
its storage facilities. At the mo- 
ment, Texas Gas is able to de- 
liver approximately 40 million 
cubic feet daily from _ storage, 
which compares with 9 million in 
1951 and 5 million in 1946. Facil- 
ities in Kentucky, under develop- 
ment, will more than double the 
present storage capacity within a 
few years. By 1957, the company 
estimates that 101 million cubic 
feet will be the storage capacity 
on a daily delivery basis. 


(4) There are 2,581,054 shares 
of common stock outstanding, and 
Gas Industries Fund, a specialist 
in the natural gas industry, owns 
about 20,000 shares. The com- 
pany’s preferred stock is held by 
insurance companies. The equity 
portion of the capital structure is 
24.4%, which is stronger than 
those of a number of other pipe- 
lines. Dividends were initiated on 
a 25c¢ quarterly basis in March, 
1952. 


Investors are concerned with 
the future prospects. Here is a 
well-managed, regulated com- 


pany ready to build up deliveries 
of a product for which there is a 
growing demand. Its common 
stock currently offers an attrac- 
tive return with many factors fa- 
voring a higher return in a short 
period of time. Texas Gas Trans- 
mission cOmmon stock is actively 
traded in the over-the-counter 
market and is quoted in the Un- 
listed Section of leading financial 
newspapers across the country. 


Ferrell & Ferrell Formed 


(Special to THe FINnaNnciaAL CHRONICLE) 

GRAND JUNCTION, Colo. — 
Ferrell & Ferrell is engaging in a 
securities business from offices at 
411% Main Street. 


H. C. Aiken Opens 


DENVER, Colo. — H. Carl Ai- 
ken is engaging in a securities 
business from offices at 1160 
Sherman Street. 
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Public Utility Securities 


By OWEN ELY 
Montana Power Company 


Montana Power Company, with annual revenues of about $31 
million, is the largest power company in any Western state except 
California and Colorado. Its service area comprises 90,000 square 
miles and is equal in size to all the New England states and half 
of New York. Over two-thirds of the state’s 624,000 people live 
within the company’s area. Electric service is provided in 181 
communities and in the rural areas surrounding them, and natural 
gas is supplied to 28 communities. The company also supplies 
water, steam heat, manufactured gas and telephone service in two 
communities. 


Montana Power is known as a hydro company. Total power 
capability of the system is 526,000 kilowatts, including 410,000 kw. 
of hydro-electric power, 50,000 kw. hydro available under terms 
of a firm five-year contract with the Bonneville Power Adminis- 
tration, and 66,000 kw. of steam generation. The company now is 
installing a third generating unit at its Kerr hydro plant, which 
will increase system capability by 60,000 kw. in 1954. 


About three-quarters of the company’s revenues are from 
electricity and nearly one-quarter from natural gas operations. 


The company has important gas reserves, with gas rights 
in more than 85% of the acreage of the Cut Bank 
Field, which has been Montana’s largest producer of 


natural gas for more than 20 years. The company also has a con- 
tract to purchase all of the gas in the Dry Creek and Clark 
Fork fields of southern Montana, and it owns the Heart Mountain 
gas field in Wyoming. A subsidiary holds leases in four fields in 
Alberta, Can. containing about 108,000 acres (largely proven) 
and it also holds exploratory or leasehold rights to large additional 
areas. Canadian gas is being imported at the rate of 10 billion 
cubic feet a year for use in mining and smelting operations. 


Montana, the third largest state in the Union, is devoted to 
mining, smeiting, lumbering, agriculture, livestock operations and 
the tourist industry. The Eastern part contains extensive wheat 
and livestock ranches, oil and gas fields and refineries. This area 
contains the Williston Basin oil potential. Agriculture and live- 
stock raising constitute the state’s largest industries, totaling more 
than $500,000,000 in 1951. Mining ranks next in importance, fol- 
lowed by tourist trade, lumbering, oil and gas production and re- 
fining. 

Montana is one of the growth states, population having in- 
creased more than twice as fast as the United States during the 
period 1946-52. Montana Power’s residential electric customers 
increased about 30% during this period. 


Anaconda Copper produces about 7% of the copper, 25% of 
of the zinc, and 95% of the manganese produced in the United 
States. While Anaconda is the largest industrial enterprise in the 
state, there are scores of other diversified industries. Oil produc- 
tion and refining is a major industry. Montana Power also serves 
flour mills, sugar factories, coal mining operations, gypsum and 
wallboaid plants, cement plants, sawmills and wood-processing 
plants, fluorspar and talc operations, steel fabrication plants, meat 
packing plants, canneries and grain storage facilities. There are 
also many other industries represented among the small concerns. 
Among major industries developed recently or now under con- 
struction are the Victor Chemical Works, which produces ele- 
mental phosphorus, Anaconda’s aluminum plant, Diamond Match 
Company mill, American Chrome Company operations, and plants 
being established for the processing of tungsten and coal char. 


Montana Power receives about $8 million a year from Ana- 
conda for sales of electricity and gas. While the proportion of 
Anaconda sales to total revenues declined from 36% to 26% dur- 
ing the decade ended 1952, this is still a rather heavy proportion 
of the company’s revenues. However, President Corette states that 
“If Montana Power had 80 mining and smelting customers pro- 
ducing many kinds of minerals and each paying $100,000 annually 
for electricity and gas, its revenue picture would be the same as 
it is now. However, Montana Power believes that one customer 
with the operating, research and financial ability and standing of 
A.C.M., paying $8,000,000 annually for electricity and gas, is many 
times preferable from an economic standpoint to many smaller, 
weaker companies.” 


The common stock of Montana Power has been selling recently 
at 29%, and is currently paying $1.60 to yield 5.4%. Share earn- 
ings for the 12 months ended June 30 were $2.81, making the divi- 
dend payout only 57% (even after the increase in the rate this 


year). The table below gives the common stock record of the past 
decade. 


Revenues Common Stock Record—— - 

Year (Millions) Earned Paid Approx. Range 
1952 -_ - $31 $2.70 $1.40 31142-26% 
1951_ 27 2.49 1.55 29 -21% 
1950 26 2.78 1.05 23 42-19% 
1949_ 24 2.49 1.40 20 -17% 
1948_ 22 2.30 1.40 

1947 20 2.27 1.20 

1946 19 1.94 1.00 

1945 18 1.14 1.00 

1944 21 1.29 80 

1943 22 1.30 1.00 


McCanless Forms Firm 
DALLAS, Tex.—Thomas S. Mc- 


Pomeroy Enterprises 


Canless is engaging in a —— terprises, Inc., has been formed 
business from offices in the Na- ine : ; 
a er: with offices in the Security 
tional City Bank Building under aac 
the firm name of Thomas Ss 3uilding to engage in the secur®rl- 
McCanless & Co. He was formerly ties business. Officers are R 
with Slayton & Co Rauscher, Pomeroy, President; Cecille Pom- 
Pierce & Co. and W. B. T. Sim- eroy, Vice-President, and Lillie 


Fraser, Secretary. 





PHOENIX, Ariz.—Pomeroy En- 
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France’s Crisis 


By PAUL EINZIG 


Dr. Einzig reviews developments which led to the current 
crisis in France, and points out it is reaction to the new 
French Government's timid effort to reduce the national budg- 


etary deficit. Says organized workers in France are not pre- 
pared to make sacrifices for sake of restoring nation’s finan- _ 
cial and economic stability. Concludes “there now appears 

no means of arresting French avalanche of inflation.” 


LONDON, Eng. — Towards the 
middle of August, France found 
herself in the throes of a violent 
crisis. Her economic life had be- 
come para- 
lyzed by 
w idespread 
strikes. They 
were a reac- 
tion to the 
new Franch 
G overnment’s 
very timid ef- 
fort to reduce 
the budgetary 
deficit by 
means of some 
relatively 
modest cuts 
in expendi- 
ture. The bulk 
of the organ- 
ized workers, irrespective of 
whether they belonged to Com- 
munist, Socialist or Catholic 
trade unions, staged a violeni pro- 
test against the attempt to reduce 
public spending. Considering that 
the sum total of the proposed 
economies represented a _ bare 
fraction of the budgetary deficit, it 
is easy to imagine the reaction to 
any really wholehearted attempt 
at balancing the Budget. it seems 
reasonable to assume that any 
such attempt would result in an 
open revolt threatening the very 
existence of the democratic 
regime. 

In 1926 M. Poincare was abie to 
enforce measures to balance the 
Budget and to save the stability 
of the franc. In 1938 M. Reynaud 
was equally successful. In 1953, 
however, it seems politically 
and socially impossible for a 
French Government to do its duty 
and make a serious atiempt at 
balancing the Budget. Any such 
attempt is bound to encounier the 
utmost resistance, involving im- 
mense losses to the national econ- 
omy through a fall in the output, 
a disorganization of transport and 
decline of tourist traffic earnings. 
Indeed the financial cost of main- 
taining order and restoring the 
essential public services, together 
with loss of public revenue aris- 
ing from the troubles, seems to be 
sufficient to wipe out the budg- 
etary gains of the economies, even 
if the Government should prove 
to be firm enough to uphold its 
measures in face of the violent 
opposition of the trade unions. 


Dr. Paul Einzig 


Devaluation Ineffective 


The Government could of course 
take the line of least resistance 
by devaluing the franc once more 
instead of trying to maintain its 
stability by means of checking the 
internal inflation due to the 
budgetary deficit. This was done 
on repeated occasions since the 
end of the war. On each occasion 
the devaluation of the franc 
brought temporary relief. Prices 
in France became low compared 
with those in other countries. 
French export trade and tourist 
traffic benefited by it. The “shot 
in the arm” produced a temporary 
beneficial effect. 

Before very long, however, the 
vicious spiral of prices, costs and 
wages once more proceeded so 
far that France became once more 


an expensive country compared 
with other countries. The balance 
of payments deteriorated, and in 
order to save the franc the Gov- 
ernment had to make an effort to 
check budgetary inflation. Amidst 
postwar conditions this proved to 


be unattainable. and the franc had 


to be devalued eventually once 
more. 


Since the relief obtained 
through sacrificing the stability 
ef the franc proved to be purely 
temporary on each occasion, it is 
no wonder if the French Govern-— 
ment has become increasingly re- 
luctant to resort to that solution. 
Yet in face of the attitude of the 
majority of the French nation, 
sooner or later it will have to ac- 
cept the inevitable. Evidently the 
organized public and private em- 
ployees of France are not pre- 
pared to make any sacrifices or 
to exercise any self-denial for the 
sake of restoring financial and 
economic stability in the country. 
They are determined to take fulk 
advantage of their strong bargain- 
ing position and of the economic 
weakness of their country as a 
result of which no government 
could take up the challenge and 
resist the large-scale blackmail. 
They are inspired by narrow self— 
interest that utterly disregards 
Se of national wel- 
are. 


In such circumstances the out- 
come of the French troubles could 
only be the resumption of the rise 
in prices through a further de- 
valuation of the franc and the 
abandonment of the attempt at 
balancing the Budget. There ap 
pears to be no means of arresting 
the avalanche of inflation. 


“A Democratic Crisis” 

Nor is this state of affairs con~ 
fined to France alone. Although 
the crisis there assumed a par-— 
ticularly acute form in August, 
1953, it is not a specially French 
crisis. It is the crisis of Democ-— 
racy. It seems that as a result of 
universal suffrage and of the in-~ 
crease of the economic power of 
organized labor, the balance of 
power has changed in all indus~ 
trialized democratic countries in a 
sense that makes a non-stop rise 
in prices inevitable. From thig 
point of view it appears to make 
litthe difference whether the goy-— 
ernments in office are Socialists 
or Conservatives. Britain’s ex— 
perience in 1952-53 proves that 
even a Conservative Government 
is hardly in a position to enforce 
budgetary economies in order to 
arrest the rising trend of prices 
due to inflated purchasing power. 
In France, too, the Government of 
M. Laniel is based largely on the 
Parties of the Right. Yet it seeria 
certain that he will be effectiveiy 
prevented from pursuing a disi1i— 
flationary policy. 

The only hope of arresting this 
drift towards runaway inflation ig 
that the masses may yet realize, 
before it is too late, that from tie 
point of view of their own vital 
interests they must make sac= 
rifices in order to check the in- 
flationary trend. Unfortunately, 
it seems probable that inflation 
will have to proceed much fu:- 
ther and will have to accelera e 
its pace before enlightened self 
interest is likely to prevail over 
demagogy. Any temporary set- 
back in prices—which may occur, 
in spite of the inflationary pres- 
sure of organized labor, as a re- 
sult of the accumulation of good 
crops, or for many other reasons—- 
tends to encourage immoderaic 


wage demands and resistance {to 
budgetary economies. The outlook 
is anything but promising. It 
seems that nothing short of a 


miracle could result in a funda- 
mental change for the better im 
the near future. 
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LETTER TO THE EDITOR: 


Richard Spitz Answers His 
Critics On Dividend Taxation 


Says when special treatment or subsidies are given to indi- 
viduals or groups, the free enterprise system is eroded. 


Editor, The Commercial and Fi- 
nancial Chronicle: 

The greatest threat that exists 
to the American free enterprise 
system is to socialize it by subsi- 
dies and exemptions. 

When exception treatment is 
given to any individual or group 
of individuals, as exempting divi- 
dends from taxation, one must 
also approve special treatment of 
special segments of the citizenry, 
such as subsidizing farmers who 
raise certain types of grains, All 
of this is a far cry from my under- 
standing of what constitutes free 
enterprise. I am against eroding 
the free enterprise system and 
contaminating it with socialism. 


The keystone of the free enter- 
prise system is personal respon- 
sibility, and the segments of the 
populace who ask for special sub- 
sidizing and special exemptions to 
augment their return from the in- 
dividual opportunity afforded by 
the free enterprise system are 
giving but lip service to it. True 
free enterprise does not ask or 
seek special treatment for any in- 
dividual or segment of individual 
citizens, be they farmers, cattle 
men or investors, for that matter. 
Any system that does so, may be 
called “free enterprise,” and that 
is exactly what the investment 
fraternity, seeking to exempt div- 
idends from taxation is doing— 
giving lip service, instead of set- 
ting an example of not stooping 
to receive a tax subsidy or tax 
exemption of dividend payments! 

Either traditional free enter- 
prise standards must be observed 
by the investment fraternity, or 
we May as well stop kidding our- 
selves and arrive at another defi- 
nition of what constitutes free 
enterprise for ourselves and the 
generation to come! I, personally, 
am against a redefinition of free 
enterprise, but it certainly looks 
like we could stand some refine- 
ment of what constitutes free en- 
terprise. 


To that end, I have declared 
against exempting dividends from 
taxation, and have been critical of 
Mr. Funston’s statement that there 
is now a “double taxation of divi- 
dends,” to which your readers, 
Messrs. Nash and McKinney take 
me to task. 


In reply to Mr. Nash’s question, 
“If the common stockholders of a 
corporation do not own the net 
earnings, who does?,” my answer 
is that his premise is incorrect, 
for the corporation owns the net 
earnings of the given corporation 
to do with it as the Board of Di- 
rectors determine. Otherwise an 
individual stockholder, as a matter 
of right, could direct the payment 
of dividends and in amounts quite 
a bit more liberal than a compari- 
son of net earnings and declared 
dividends indicate since World 
War Il. 


Therefore, the theory of “double 
taxation of dividends” cannot be 
reconciled as another taxation of 
earnings for (1) dividends and 
earnings are not one and the same 
and (2) dividends arise from ac- 
tual declaration by the corpora- 
tion. At best, they are a progres- 
sion of the earning cycle and paid 
to another individual or corpora- 
tion, unlike a partnership that has 
a direct ownership of earnings. 


It is quite late in the day to 
contend that dividends should be 
non-taxable. Taxation on divi- 
dends has existed as far back as 
income taxes. Hence, the whole 
theory of non-taxability of divi- 
dends is nothing more than a sub- 
sidy or ex€mption from payment 
of a tax, otherwise there would 


have been no taxation of dividends 


in the first place, and over the 
years. 


As to Mr. McKinney’s more sub- 
stantive discussion of why he is 
in disagreement with my views, 
he states, “A corporate set-up is 
in e1feec a limuvea parcnersaip 
chartered by law, and is not 
wholly unlike other partnerships, 
associations, etc.” 


Not so. Partners share losses as 
well as profits, individually and 
jointly in a general partnership, 
with a limitation as to loss as to 
any partner in the case of a lim- 
ited partnership. In the case of a 
corporation, the assets are owned 
by the corporation, dealt with by 
the corporation, as in the case of 
dividena declarations, and the in- 
dividual shareholder cannot claim 
his share, except as declared by 
the Directorate, or established in 
liquidation. 


As to Mr. Kinney’s comparison 
of debtor-creditor obligations as 
being deductible for corporate 
purposes, the payment of interest 
on those obligations are not un- 
taxable to the individual receiving 
the interest. The debtor-creditor 
obligations are quite a bit differ- 
ent, corporatewise, from equity 
funds raised through stock shares, 
for the latter need never to be 
redeemed or repaid. So again we 
are not comparing fairly the same 
types of obligations, for the credi- 
tor fixes the interest payment 
but the Board of Directors fixes 
the dividend payment, as such, or 
perhaps no payment at all. 


The corporations mentioned by 
Mr. McKinney have done quite 
well during the entire time that 
they have been in business, and 
during such time as dividends 
have been taxed to the sharehold- 
ers and net earnings have been 
taxed to the corporations. 


Everyone, corporation and in- 
dividuals alike, has a beneficial 
stake in the free enterprise sys- 
tem and also a responsibility to 
the free enterprise system that 
will continue to make it work. 


One of those responsibilities is 
to prevent the further erosion of 
the free enterprise system by re- 
jecting the theory and benefits of 
subsidies and exemptions, as in the 
case of seeking non-taxability of 
dividends, even though it would 
be beneficial to the financial and 
investment segment of the coun- 
try. 

But the immediate benefits 
would outweigh a good example 
that free enterprise-minded in- 
dividuals seek neither subsidies, 
exemptions or other handouts for 
themselves, and in keeping with 
the philosophies and operation, in 
fact, of our free enterprise system, 
they stand opposed to subsidies 
and exemptions to other segments 
of the citizenry. 

Your reader, Mr. Wm. R. Nash 
states that my views “take the 
cake,” but I say that one “cannot 
have the cake and eat it, too.” 

Is it the right thing to do, to 
acknowledge the philosophy of 
our free enterprise system and 
compromise in practice the very 
operation of the system by ac- 
knowledging that subsidies and 
exemptions are wanted and desir- 
able? 

RICHARD SPITZ 
Fortune’s Rocks, 
Biddeford, Me. 
Aug. 15, 1953. 


James McMullen Opens 

WASHINGTON, D. C.— James 
S. McMullen is engaging in a se- 
curities business from offices in 
the Union Trust Building. 
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SEC Approves NASD’s Rule on Transactions 
For Employees of Other Member Firms 


Vacates order of June 30, 1952, deferring effectiveness of 
NASD rule and drops proposal to substitute its own rule. 


The Securities and Exchange 
Commission on Aug. 21 vacated its 
order of June 30, 1952, which de- 
ferred effectivenes of a proposed 
new rule of the National Associa- 
tion of Securities Dealers, Inc., 
with respect to transactions ex- 
ecuted by a member firm (the 
“executive firm’) for any person 
associated with another firm (the 
“employer firm’); and the Com- 
mission also abandoned a proposal 
to adopt its own rule on the same 
subject. 

The NASD rule, designated Sec- 
tion 28 of Article III of its Rules 
of Fair Practice, provides under 
certain limited conditions that, 
before knowingly executing a 
transaction for the account of any 
person associated with another 
firm (whether a partner, officer, 
registered representative, or em- 
ployee), the executing firm shall 
give notice to the employer firm 
of such proposed transaction. The 
said rule, which had been ap- 
proved by the Association’s Board 
of Governors and membership, 
was intended to provide a means 
by which members would be in- 
formed of the extent and nature 
of transactions effected by their 
employees or other associates, so 
that a member in his own in- 
terest and in the interest of his 


customers, might weigh the effect, 
if any, of such transactions han- 
dled outside his own office. 

The rule which had been pro- 
posed for adoption by the Com- 
mission (Rule X-10B-6), had a 
similar objective and would have 
made it unlawful for any broker- 
dealer firm, whether or not a 
member of the National Associa- 
tion of Securities Dealers, Inc., to 
effect any securities transaction 
for any person associated with an- 
other such firm, unless it gives 
advance notice of the proposed 
transaction to the employer firm 
and sends such other firm a copy 
of the confirmation. 

After further study of the prob- 
lems involved and the comments 
received upon its proposed rule, 
the Commission concluded that 
the Association’s rule should be 
permitted to become effective and 
that Rule X-10B-6 should not be 
adopted. Thus, the Association and 
its members take primary respon- 
sibility for the supervision of 
trading by employees of member 
firms, and the Commission is re- 
lieved of administering and en- 
forcing another rule, with its at- 
tendant burdens and costs. The 
Commission’s jurisdiction over 
violations of the Securities Laws 
is not, of course, affected. 
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Commercial Banks 
And Consumer Credits 


right often enough if he 


credit-guesser. 

A credit-guesser is like a crap- 
shooter. Sooner or later he will 
experience “a run of bad luck.” If 
the run is long enough he is out 
of business, just as the crap- 
shooter with cold dice is out of 
the game. Consequently, credit- 
guessing has’no place in the bank- 
ing business. 


While passing on credit may not 
be included among the sciences, 
some sound principles have been 
established which, if followed in- 
telligently, are likely to produce 
good results credit-wise. These 
principles are much the same 
whether applied to the extension 
of credit to an industrial tycoon 
or to the credit applied for by the 
man receiving a modest salary. 


The three questions the credit 
man must answer in each case are 
the same. Can the applicant pay? 
Will he pay? Can he be made to 
pay? It is just as simple as that. 


Here’s a good place for us to 
remind ourselves that the third 
qualification, e.i., can he be made 
to pay—is a safeguard against loss 
of principal. If it becomes neces- 
sary to force payment, the busi- 
ness will have proved unprof- 
itable. The banker who puts weak 
borrowers on his books, whether 
they are big or little, relying upon 
endorsements, reserves, holdbacks 
or chattel mortgages, is very like- 
ly to reap a harvest of ill-will and 
find his profit margin much too 
narrow when his loan portfolio 
is finally liquidated. 

It is clear to all of us that the 
credit evaluation of the experi- 
enced banker is as effective as his 
information is relevant, accurate 
and complete. 

What does the banker look for 
in each of its credit seekers—the 
$90,000 borrower or the $900 one? 
He looks for the answers to these 
questions: 

Is he mature and established? 

Does he have a good reputation 
for paying his bills? 

Is he a man of good character 


is a 





with domestic trouble at home or 
in his business? 

Is he a good manager? 

Has he a steady income from a 
reliable source? 

Is it enough to meet his cur- 
rent obligations and other longer 
term debts? 

Is he putting too much in fixed 
assets? 

Has he a cushion for unforeseen 


difficulties, including insurance, 
etc.? 
This is the same information 


one would seek in order to estab- 
lish a credit of $900 or $90,000. 


Experience has taught us that 
the answers to all of these ques- 
tions have a direct bearing upon 
the banker’s decision concerning 
the credit to be extended. We 
have learned that “a combination 
of ability and stability cannot be 
beaten.” Incidentally, a credit or 
Dun report showing nothing for 
or nothing against the applicant, 
i.e.. a neutral report, isn’t neces- 
sarily a favorable report. Such 
borrowers very often show up in 
the charge-offs. 

I am sure we have all learned 
to go slow with the applicant who 
is in a hurry, and experience has 
taught us to avoid applicants who 
always appear to play in bad luck. 

Some consumer bankers advo- 
cate declining any loan, even if 
it is secured, if there is evidence 
of excessive debt, immaturity, m- 
regular employment, if it is a 
young small business risk, or if 
the total instalment debt is more 
than 1% to 2 months’ income. 

Over-buying, excessive drink- 
ing, gambling, the desire to keep 
up appearances, frequent job 
changes, “female” trouble, are all 
road-blocks to the prudent lender. 


Basis of Credit Man’s Success 


After all, the success of the cred- 
it man is to be found in his abil- 
ity to make the largest percentage 
of loans without increasing the 
loss ratio above the normal. 

It isn’t smart to turn down a 
high percentage of loans in order 
to avoid making one poor loan. 





Neither is it clever to make a lot 
of poor loans to avoid turnmg 
down one good one. 


Lending to young companies— 
less than 6 years old—like lending 
to lads under 25, has proved much 
more hazardous than lending to 
older and more experienced com- 
panies and individuals. A 1951 
survey showed that three-fourths 
of the firms that failed in that year 
started in business during the 
previous 5 years. But permanence 
in some jobs may not be too in- 
dicative, for the work may be 
seasonal or spotty, subject to lay- 
offs, strikes or what have you. 


I, personally, like businesses 
and people who aren’t continually 
moving their locations. It costs 
money to move. Of course, we all 
like steady earners rather than 
those who have a feast today and 
may have a famine tomorrow, for 
we may strike the famine cycle. 


It is true that your amortized 
loan customer may be able to 
answer all of the questions we 
mentioned a moment ago, and 
yet fail to meet his obligations te 
the bank. He may develop domes- 
tic trouble or he or some member 
of his family may have some very 
costly accident or severe illness. 
Furthermore, the borrower with 
an excellent reputation and 
income may go berserk. Pe 
he gets infatuated or takes a 
plunge in the market, at poker or 
on the ponies, or goes off on some 
other tangent without the slight- 
est previous indication of any 
such weakness. But these are rare 
exceptions. They couldn’t have 
been anticipated. That’s why, on 
certain classes of paper, the dealer 
is required to endorse. That’s why 
we set up reserves against possi- 
ble losses. But don’t pass con— 
sumer credits which depend upon 
the dealer’s endorsement or the 
reserves or just because it carries 
a high rate. They should be the 
last line of defense. 

However, bankers who stick to 
normal risks as determined by in- 
telligent investigation seldom ex- 
perience losses in excess of nor- 
mal reserves. 


Taking Chances in Making Leans 


The banker who is likely to get 
in trouble is the one who makes 
questionable loans for policy rea- 
sons or who takes chances on 
others where the discounts look 
good but the credits are thin, 
where competition persuades him 
to buy some paper at rates that 
are too low, maturities that are 
too long, down payments that are 
too short, or contracts covering 
sub-standard merchandise. 

Last year we also suggested that 
the banker could not afford to be 
either a pessimist or an optimist— 
but a realist—with vision, courage 
and balance; firm without being 
rigid. 

Of course, the credit man, in 
order to make sound judgments 
with respect to individual loans, 
must keep himself informed rela— 
tive not only to current conditions 
but to trends which may affect 
those judgments before the ma- 
turities of the loans applied for. 


Expect a Slide-Off of Prices 


Obviously, the consumer with 
which we are primarily concerned 
in this particular discussion is af- 
fected by prices, by income, by 
employment, and by taxes. It 
seems to be pretty generally con- 
ceded, for instance, that there is 
likely to be a slide-off in prices, 
income and employment some 
time within the next six months 
or a year. This leveling off process 
isn’t expected to be drastic and 
probably will have run its course 
by 1956. 

There are a number of reasons 
for these predictions. Money is 
tighter, government spending is 
headed down and the drop is like- 
ly to be further stimulated by the 
truce. Inventories, in some lines, 
are high. Our productive capacity 
is colossal and in some industries 
is above consumption. Areas in 
which this is glaringly apparent 





are the appliance, TV, automobile 
and food fields. There are sur- 
pluses in each of these areas. Food 
Prices now are being supported by 
heavy government subsidies. Sur- 
plus used cars, which govern to an 
extent new car sales, are reflected 
im lower prices, more reposses- 
sions, and tighter credit provi- 
sions. Car dealers are said to have 
twice as many as they had a year 
ago, as car owners drive their 
automobiles longer. There is in- 
tensive competition in the trade, 
and profit margins are narrower. 
The day of panicky buying seems 


Competition among TV and ap- 
pliance dealers is so keen that un- 
sound practices are entirely too 
common, and the output of ap- 

has been progressively 
down since March, with inven- 
tories still high. 

Obviously, with production cut 
in some lines, overtime is likely to 
be reduced, which even though 
employment may remain reason- 
ably full, will adversely affect in- 
come. 

It is pretty generally conceded 
that war in the future will not be 
considered a governing factor as 
far as a healthy economy is con- 
©cerned. The present Administra- 
tion in Washington does not want 
to depend upon emergencies to 
keep our economy synthetically 
prosperous. The boom which has 
proceeded on the emergency basis 
for 13 years has spent itself. 

There is plenty of evidence that 
imventories are increasing; that 
there has been an increase in the 
unfilled orders of manufacturing 
concerns. Steel, for instance, has 
pretty largely made up for the 
shortages caused by the steel 
strike last year, and there is some 
evidence that production may ease 
off in the last quarter. 

Of course, we are facing some 
adjustment as we begin to convert 
from defense to civilian produc- 
tion, if we are to minimize the 
drop in over-all activity. Produc- 
tion is leveling off and department 
store sales, dollarwise, are oniy 
slightly above what they were a 
year ago. 


Bloom Is Off the Boom 


Business is finding it more dif- 
ficult to take its discounts because 
there is a pinch of ready cash. 
Banks report an increase in NSF 
checks 


In other words, it looks like the 
bieom is off the boom. 

With prices easing off, with the 
prospects of lower taxes and a 
sounder dollar in the not too far 
distant future, even those with 
slightly less income are likely to 
live about as well as they are 
living now. 

The goal of the present Federal 
Administration is to avoid any 
cut-back which would drop the 
economy below the plateau con- 
sidered normal in peacetime—a 
morm where hard work is not 
feared and jobs are attractive, and 
the worker has a real pride in his 
work. 

There is another phase of the 
era through which we have been 
passing which we all recognize; 
mamely, the tendency On the part 
of a fairly sizable segment of our 
people to over-borrow. This habit 
—and it has gotten to be a habit 
with some—is stimulated by many 
years of full employment and 
high wages under a war economy. 
There are signs that these chronic 
borrowers or buyers on instal- 
ments are beginning to realize 
that they are treading on thin 
ice. This is being brought home 
to them by increased efforts by 
banks, merchants and finance 
companies to correct delinquen- 
cies. 

I¢ this group is forced out of 
the market temporarily, other 
purchasers must be found to help 
absorb record production. With 
price adjustments, it is possible 
that a new group will come into 
the market—a group represented 
by those who have been thrifty 
and who have accumulated a rec- 
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ord amount of savings. These 
prospects should help to amelio- 
rate the reduced buying of bor- 
rowers who find themselves “over 
bought.” 

But there are other favorable 
factors. Price and credit controls 
are off. There are fewer odious 
restrictions. Free enterprise and 
profits are encouraged. There is 
less red tape. The Government 
seems determined to reduce its 
business holdings and to use more 
business methods in Government. 

When Congress cut $13 billion 
off the Truman budget it made 
real strides toward improving the 
value of what the dollar would 
have been under the Truman 
budget. 

Construction work in July hit 
an all-time high, and wages per- 
hour made a new record in June. 
Despite the leveling off process 
there is plenty of zip in business. 

In the readjustment period it is 
likely that the salaried person 
with a steady job, the person with 
a pension, and the one with a 
fixed income, will find their sit- 
uations improved, while the less 
efficient worker, and the ineffi- 
cient industry—and business—are 
likely to suffer. Competition will 
become keener. Nevertheless, it 
is the general opinion that busi- 


ness is likely to continue at high 
levels for several months. This is 
true even though few expect real 
peace in the near future, and in 
spite of the fact that the United 
States has lost face and relations 
between us and our allies are 
strained. (I suspect we have 
learned that we can’t buy lasting 
peace.) 

Of course, with the truce, there 
is the threat of cancellation of 
some military orders. Since Gov- 
ernment spending has been the 
main cause of expansion since 
1950, an increase in private pur- 
chasing is going to be necessary 
to take up the slack as Govern- 
ment purchasing eases off. 


As bankers we must keep our - 


houses in order and do our best 
to help our customers do the 
same. There will be plenty of 
credit to meet the needs of all 
who deserve it for constructive 
purposes—plenty provided it isn’t 
dissipated by loans to speculators, 
promoters, fair-weather opera- 
tors, or starry-eyed hopefuls. Big 
or little customers who fall into 
any one of these categories are 
likely to find the going much 
harder in the near future, and 
the banker who gets in bed with 
them is likely to wake up sadder 




















|Securites Salesman’s 
By JOHN DUTTON = 


A very good source of leads is 
sometimes overlooked because 
some of the partners, or other ex- 
ecutive officers of a firm do not 
think of mentioning the names of 
some of their own friends and ac- 
quaintances to members of their 
sales organization. Usually the 
head of any progressive securities 
firm knows many people on a 
socially friendly, or other worth- 
while basis, that he never has 
tried to develop as _ accounts. 
Sometimes he is just too busy, or 
has too many other things to do. 
So these good names are safely 
tucked away in the back of his 
mind and he thinks that some day 
he will get around to seeing them 
himself — but he never does. 
Meanwhile these people are doing 
business with some other firm or 
are not being cultivated at all. 


Why Such Leads Are Good 


One of the rules for successful 
prospecting when you use radia- 
tion is to always lead f~ im the 


top down. In other word ‘ave 
your introduction made a 
President of a company if ; re 


going to call on a lesser emp. ,ee 
—or use some other prestige point 
of advantage. If you try to lead 
from the bottom up it is usually 
not satisfactory. At least try to 
get on a favorable basis as far as 
the person who introduces you is 
concerned. That is why it is sound 
business to use the introduction 
of a top member of your firm if 
you want to meet another person 
on a proper level so that your 
chances for doing business will be 
enhanced. 

Many years ago I was a total 
stranger in New York City and 
I took a job as salesman for a 
small but progressive unlisted 
firm. The senior partner of this 
firm was very well liked socially 
and he had many friends who had 
never bought any securities from 
him. He was busy developing bus- 
iness along other lines and he 
turned over about seventy-five 
good names to me. I simply 
picked up the telephone and told 
these people who I was and that 
I wanted to come to see them to 
make their acquaintance. My en- 
try was very casual and I didn’t 
try to do anything but become ac- 
quainted. Some of these people 
developed into excellent accounts 
—in fact I established quite a nice 
business as a direct result of this 
approach. 


but wiser. 
Corner 


Tact Must Be Used 


Any time that this type of lead 
is given to a salesman it is im- 
portant that he has the maturity 
and the experience to be sure he 
does not oversell or make rash 
promises of any kind. The best 
approach is to mention that from 
time to time “special situations” 
come about and if the pros- 
pect is interested in that kind of 
investment, that you will cer- 
tainly keep him in mind. Also, ask 
questions — see if there is any 
service that can be rendered per- 
taining to his present holdings, 
setting up an investment plan, or 
making an analysis of the entire 
estate. If you don’t try to make a 
sale the first time you call but 
instead you successfully sell your- 
self, from that time on you will 
find that these prospects can be 
developed into very satisfactory 
accounts. 











A Word to the Boss 


Such leads as these, where you 
turn over your own friends and 
acquaintances to your salesmen, 
are admittedly valuable names. 
They are important to you both 
from a social and business view- 
point. However, if you have some 
men in your sales organization 
who are worthy of receiving them 
and going to work on them, by 
all means don’t hold back. Pass 
them along as you see that results 
are coming in. In the long run it 
will mean more business for you 
—it will serve to show your confi- 
dence in your best men—and it 
will stimulate their efforts toward 
increased production of valuable 
business that you are not obtain- 
ing at the present time. 


Robt. K. Berry Opens 

WESTFIELD, N. J.—Robert K. 
Berry is engaging in the securi- 
ties from offices at 725 Standish 
Avenue. Mr. Berry was formerly 
with Cohu & Co., Hemphill, 
Noyes & Co. and Auchincloss, 
Parker & Redpath. 


Penn Bond & Mtge. Co. 

PHILADELPHIA, Pa. — Penn 
Bond & Mortgage Co. is engaging 
in a securities business from of- 
fices in the Bankers Securities 
Building. Officers are D. Stotland, 
President; A. M. Dapp, Vice-Pres- 
ident, and M. E. Selig, Secretary- 
Treasurer. 





Businessmen and Teen-agers 
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By ROGER W. BABSON 


Holding giving summer jobs for teen-agers is a business obliga- 

tion, Mr. Babson criticizes businessmen for depriving so many 

young people of the privilege of vacation employment. Says 

summer employment of young people can work very much to 

the advantage of small businesses. Scores penalizing, through 
income tax laws, fathers whose sons work. 


It’s a shame that so many young 
people have been deprived this 
past summer of the privilege of 
vacation employment. About the 
only plentiful 
jobs this sum- 
mer were in 
sales. Unfor- 
tunately, all 
young people 
do not have 
aptitudes for 
selling. Young 
people ask me 
how they can 
learn to swim 
if no one will 
even let them 
near the 
water. So 
what do they 
do after a 
while? They lie about the facts 
and present themselves as full- 
time job seekers. On that basis, 
they get jobs. Then there is hard 
feeling when they leave for school 
again after Labor Day. 

There seem to have been sev- 
eral reasons why more students 
haven’t worked this summer: (1) 
not many companies have hired 
young people for summer work: 
(2) the tax structure penalizes 
father for letting son work; (3) 
union pools of unemployed have 
been given preference over sum- 
mer job seekers; (4) the ufffea- 
sonable labor laws of some States. 


Roger W. Babson 


Summer Jobs—Business, mh 

Obligation ~ *** 

Many businessmen complain 
that our young people don’t know 
how to work. Often it is these 
same businessmen who giye the 
cold shoulder to young summen 
job seekers eager to learn .how,4o, 


work. Reports from emplo t 
agencies, from college a igh. 
school placement offices indicate, 


that there were fewer summer 
jobs this year than last. ci- 
dentally, business also failed to 
respond in the spring to a project 
to give summer work experience 
to college professors. I have been 
told that guards had instructions 
to bar summer job hunters from 
many plants. 


I know that in recent years, 
with higher costs, mounting taxes, 
and union contracts, many com- 
pany work-schedules have been 
arranged to eliminate summer 
jobs. Perhaps the plant shuts 
down completely for the vacation 
period so that no fill-ins are re- 
quired. Or maybe the union con- 
tract compels management to fill 
vacancies from the pool of un- 
employed union workers before it 
can go outside to hire other work- 
ers. These are facts we have to 
face, but I feel that the company 
which doesn’t hire a few carefully 
screened young people for sum- 
mer work is both shirking a 
patriotic responsibility and short- 
changing itself. Any company in- 
tent upon fulfilling this obligation 
will find a way—summer work- 
schedules and unions notwith- 
standing. 


Chance to Hire Proven Workers 


Actually the summer employ- 
ment of young people can work 
very much to the advantage of 
small businesses that seem most 
hesitant about summer hiring. 
Summer employment can give 
management the chance to size 
up the young person, to see the 
kind of character stuff he has, 
how well he works, and how he 
gets on with fellow workers. In 
these days when it is so difficult 
to fire, it is good to know what 





i, 


kind of worker you’re hiring. 

If a worker has what it takes, 
then the boss has a direct line to 
a tried and tested full-time em- 
ployee when he graduates from 
school or college. And if he does 
not pan out during the summer 
it costs much less than hiring 
him as a full-time worker later 
on. These are the findings of 
companies that are using summer 
ete as a trial work pe- 
riod. 


Father, Summer Jobs, and Taxes 


Another distressing problem of 
summer employment of minors is 
the tax situation which penalizes 
father for his children’s job suc- 
cess. It happens more often than 
you’d suspect that father loses a 
tax exemption because son earns 
more than the allowed $600 dur- 
ing the year. For example, it 
would cost a father with a $10,000 
net income, after exemptions, $174 
in taxes if his son earns over the 
$600 exemption limit and the son 
would then become a taxpayer 
too. 

It strikes me there is something 
morally and economically un- 
sound about a system that dis- 
courages the industry of youth, 
whether it be a policy of taxation, 
summer employment procedure, 
or clauses in a union contract. 
Part-time jobs, and especially 
summer jobs, today are important 
influences in the molding of the 
leaders of tomorrow. Perhaps, 
too, if we had busier “teen-agers,” 
“we might have fewer “teen-age” 
problems. Businessmen ought to 
begin now to make plans so that 
in the future summers our young 


“people will find valuable work 


experiences available for them. 


E. S. Marks Joins 
Carl Marks & Co. 


Carl Marks, President of Carl 
Marks & Company, Inc., 50 Broad 
Street, New York City, foreign se- 
curities specialists, announces that 
his son, Lt. Edwin S. Marks, re- 
cently honorably discharged from 
the United States Army after four 
years of service, is now associated 
with the firm. He is a graduate 
of Polytechnic Preparatory Coun- 
try Day School and attended 
Princeton University prior to his 
entrance and graduation from the 
United States Military Academy 
at West Point. 


Blood Donor Group 


B. G. Phillips & Co., Wall Street 
investment house, has formed a 
blood donor group representing 
80% of its employees which made 
its first contribution at a blood- 
mobile unit in front of the Sub- 
treasury Building on Wall Street 
yesterday. 

The group, headed by Mortimer 


Armand, account executive, of 
70 Lenox Road, Brooklyn, for- 
mer Red Cross director in the 


Mediterranean and European the- 
atre during World War II, was 
organized for the purpose of help- 
ing stock up blood supplies for the 
Red Cross gamma globulin polio 
prevention program. 

The group includes B. G. Phil- 
lips, head of the firm, and his 
wife, Mrs. Dorothy Phillips, exec- 
utive manager, both of Scarsdale, 
N. Y. Members of the group have 
pledged themselves to make con- 
tributions every 60 days. 
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News ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





Appointment of Ronald L. Hel- 
len, Officer in Charge of the 
Brooklyn, N. Y. Trust Office at 
477 Montague Street, of Manufac- 
turers Trust Company of New 
Work, as a Vice-President was an- 
mounced by Horace C. Flanigan, 
President of the company on Aug. 
20. Mr. Hellen began his banking 
career in 1924 with the State 
Bank, which merged with Manu- 
facturers Trust in 1929. In 1943 he 
was appointed an Assistant Vice- 
President. Mr. Hellen is a Director 
of Dessart Brothers, Inc. and is a 
member of the Brooklyn Bankers 
Club, etc. 

%& % 

Carl A. Miller, senior Vice- 
President of the Irving Trust 
Company, New York City, died on 
Aug. 23, of a heart ailment. He 
lived in Ardsley-on-the-Hudson. 
He was 62 years old. 


Mr. Miller’s association with the 
trust company, then the Irving 
National Bank, started soon after 
the end of World War I. 

% % Hs 

Norman F. Lovett of 320 East 

Seventy-second Street, New York 


% 


City, and New London, N. H., an 
officer of the Empire Trust Ceom- 
pany of New York, died on Aug. 
23, in Hanover (N. H.) Hospital 
after a brief illness. His age 
was 63. 

%: a * - 

East River Savings Bank, New 
York City, on Aug. 20, announced 
appointment of William J. Rom- 
mel, Assistant Vice-President, as 
manager of the new John Street 
branch. 

Edward Allen was named assist- 
ant manager. 

% a 6 

The First National Bank of 
Elmsford, New York, increased its 
common capital stock from $100,- 
000 to $120,000 by sale of new 
stock, effective Aug. 21. 

? Ed * 

Robert E. Tuttle has been 
named Vice-President of the First 
National Bank of Roselle, N. J., 
Russell J. Apgar, President of the 
bank announced on Aug. 19. Mr. 
Tuttle also is Cashier and Trust 
Officer. He joined the bank in 
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1946 and before that had been 
with the National Bank Examin- 
ing Division. 


" a % 


Plans to open a new branch of- 
fice at 3701 North Broad Street 
shortly before the end of the year 
were announced on Aug. 20, for 
The Provident Trust Company of 
Philadelphia by W. R. K. Mitchell, 
Chairman and B. F. Sawin, Presi- 
dent. They stated that in addition 
to regular banking services, drive- 
in-banking facilities, ample park- 
ing accommodations and _ trust 
consultation service will be pro- 
vided. The new office will be 
located on the street floor of the 
Beury Building. Messrs. Mitchell 
and Sawin stated that notices will 
be mailed to stockholders on Aug. 
24, calling a special meeting on 
Sept. 15, to vote on the proposal. 
The action will also require the 
approval of State and Federal 
regulatory bodies. 

& & a 

Standard State Bank, Chicago, 
Ill., celebrated its sixth anniver- 
sary last week. It was on Aug. 
16, 1947 that the bank first opened 
its doors when more than 1,000 
accounts were opened. 

Today Standard State serves 
more than 29,000 customers and 
its total resources have ieached 
$17,839,892. Six years agc the 


bank began with the targest capi- 
tal account of any new bank that 
had opened outside Chicago’s 
Loop, in the then past 15 years. 
Here is a chart showing the 


growth of the bank through the 
years: 


Standard Bank Growth Record 


August, 1947____- $610,762 
Dec. 31, 1947._.-- 2,236,083 
Dec. 31, 1948_..~- 5,241,884 
Dec. 31, 1949____ 7,471,731 
Dec. 31, 1950____- 10,163,662 
Dec. 31, 1951____-_ 13,011,364 
Dec. 31, 1952_____ 16,408,026 

aoe espe 17,839,892 


August, 1953 


a 


The Live Stock National Bank 
of Omaha, Nebraska on Aug. 14, 
increased its common capital stock 
from $1,000,000 to $1,500,000 by a 
stock dividend effective Aug. 17. 


a % 


Henry G. Blanchard has been 
elected Executive Vice-President 
of the Commercial National Bank, 
Kansas City, Kansas in an action 
by the board of directors of the 
bank. 


Mr. Blanchard came to the 
Commercial National Bank in 
April of 1947 as a Vice-President 
from the Nodaway Valley Bank 
at Maryville, Mo., where he was 
cashier. He has been in charge of 
the correspondent bank depart- 
ment at the Commercial National 
bank prior to being assigned 


Executive Vice-President. 
a us a 
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Eight men completing 25 years 
of service with Bank of America 
National Trust & Savings Asso- 
ciation of San Francisco, this 
month were this week (Aug. 13) 
presented diamond-set service 


pins by A. J. Gock, chairman of 
the bank’s board of directors. 


The new Quarter Century Club 
members are: H. H. Fraser, man- 
ager, San Fernando branch; C. 
Leo Rachford, assistant manager, 
Arroyo-Colorado branch, Pasa- 
dena; Harold C. West, Palm 
Springs branch; John Globe, as- 
sistant cashier, Clarendon-Pacific 
branch, Huntington Park; Joseph 
D. Rolle, assistant cashier, Inter- 
national office; Carl F. Lambe, 
Lincoln Heights branch, Los An- 
geles; Raymond L. Eccles, assist- 
ant cashier, and Richard G. 
Ahrens, pro-assistant cashier, 
from San Diego main office. 


& S < 


On the recommendation of 
Frank N. Belgrano, Jr., President 
and Chairman of Transamerica, 
San Francisco, Calif., the corpo- 
ration’s Board of Directors on 
Aug. 24 authorized the establish- 
ment of a completely equipped in- 
vestment department with a view 
to improving the results of Trans- 
america’s big investment opera- 
tion. 

Mr. Belgrano said the new 
Transamerica facility would be a 
counterpart of those maintained 
by many large financial organiza- 
tions with an important portfolio 
of securities. It will provide an- 
alytical and counselling service 
for Transamerica’s many subsidi- 
aries. 


Selection of the executive to 
head Transamerica’s important 
new operation also was revealed 
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VALIDATION PROCEDURE WILL BEGIN ON SEPTEMBER 1, 1953 





GERMAN DOLLAR BONDS 


IMPORTANT ANNOUNCEMENT TO HOLDERS OF 
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broker or dealer in securities or from the Valid 


ad Street, New York 4, N. Y. Use a separ 





carefully and take action as indicated below 
HOW TO REGISTER YOUR BONDS FOR VALIDATION 


Holders of German Dollar Bonds should read this announcement 


. Fill out this form and forward it with your bonds to the Depositary named below. 


3. Register your bonds as soon as possible, not later than August 31, 19 
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J External Twenty-five-Year Sinking Fund 


Due Janvary 1, 1949 


Bonds—Due October 15, 1952 
50. Heidelberg, City of, 72 


Bonds—Due September 15, 1951 


3. Prussia, Free State of, External Loan of 1926 62% Sinking Fund Geld 
4. Prussia, Free State of, External Loan of 1927 6% Sinking Fund Gold 


49. Harpen Mining Corporation 6% Gold Mortgage Bonds, Series of 1929— 


, 23 Wall Street, New York 8, N. Y.: 


following issues with registration form to 
Corporate Trust Department, 20 Exchange Place, New York 15, N. Y.: 








Send or present bonds of the following issues with registration form to 


Send or present bonds of the 
J. P. MORGAN & CO. Incorporated 


“1, German External Loan 1924 (Dawes Lean) 7% Gold Bonds— 


5% Gold Bonds—Dve June 1, 1965 


Bonds——Dve January 1, 1951 
6. Bavaria, Free State of, 62% Serial Geld Bends 


Due Octeber 15, 1949 
2. German Government International Loan 1930 (Yeung Lean) 


5. Baden, Consolidated Municipalities of, 7% External Sinking Fund Geld 


THE NATIONAL CITY BANK OF NEW YORK, 


, External Lean ef 1925 
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7% Twenty- 


, 1946 


nds 
68. Prussian Electric Company 6% Sinking Fund Gold Debentures— 


Fund Bonds of 1933— 


tion Loan 


7% Guaranteed Serial Gold 
Id Bonds—Due December 1, 


7% First Mortgage Sinking Fund 


7% External Serial Gold Bo 


67. Protestant Church in Germany Welfare institu 


and Electric Corporation of Recklinghausen 7% First 
Mortgage Twenty-Year Sinking Fund Go 
Year Secured Sinking Fund Geld Bends—Dve Octeber | 


1947 


62. Nerth German Lloyd (Bremen) 6% Twenty-Year Sinking Fund Gold 


Gold Bonds—Dve June 1, 1946 


Due February 1, 1954 
69. Rheinelbe Union 7% Twenty-Year Sinking Fun 


Bonds—Due August 1, 1952 
65. Oberpfalz Electric Power Corporation 
Bends—Duve January 1, 1946 


Due November |, 1947 
64. Nuremberg, City of, 6% External Twenty-five-Year Sinking Fund Geld 


Bends—Dve November 1, 1947 


63. Nerth German Lloyd (Bremen) 4% Sinking 


Due August 1, 1935 


60. Municipal Bank of the State of Hesse 


Bonds of 1925 


61. Monicipal Gas 


66. Oldenburg, Free State of, 


Va%o 


Geld Bonds— 
) 3% 


15, 1956 
22. Conversion Office for German Foreign Debts (Konversionskasse) 3% 


ine. (German Pro- 


J Sinking Fund 





Banks, Inc. 6% First Mort- 


gage Secured Gold Sinking Fund Bonds, Series A—Dve August 1, 1952 
18. Central Bank of German State & Provincial Banks, Inc. 6Fo. Mortgage 


“Zukunft” 62 


Mortgage Gold Bonds, Series A—Due April 1, 1953 


Series A—Due June 1, 1958 


20. Cologne, City of, 6¥s% Twenty-five-Year Sinking Fund 
Works of Upper Wurttemberg 7% First 


vincial and Communal Benks Consolidated Agricultural Lean) 6 


Secured Geld Sinking Fund Bonds, Series B—Dve October 1, 1951 


19. Central Bank of German State & Provincia! Banks, 
Mortgage Thirty-Year Sinking Fund Geld Bonds—Ove Janvary 


Dollar Bonds dated July 1, 1936—Dve Janvary 1, 1946 


23. Conversion Office for German Foreign Debts (Ken 
Dollar Bonds dated June 1, 1937; no fixed Meturity Dote 


24. Dortmund Municipal Utilities 642% Twenty-Year Sinking Fund 


Secured Sinking Fund Gold Bonds, 


16. Brown Coal Industrial Corporation 
Due March 15, 1950 
21. Consolidated Hydro-Electric 


17. Central Bank of German State & Provincial 


Mortgage Gold Bonds—Dve October 1, 1948 
25. Duisburg, City of, 7% Serial Gold Bonds, Series XX— 


d Mortgage Gold 


Due November 1, 1945 


% Sinking Fund Gold Debentures, 


~ 






Bonds—Series Due April 1, 1933 ~ 


Gold Bonds Series—Due November 1, 1950 


73. Rhine-Westphalia Electric Power Corporation 6 


7% Serial Gold Bonds External Loan of 1925 


29. Frankfort-on-Main, City of, 


Jo Direct Mortgage 


| 


 6Ve% Twenty-five-Year Sinking Fund Gold 


20 Erankfart-on-Main. City of 
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Felix Arnheim Opens 


Felix Arnheim is engaging in a 


gaging in a secu- securities business from ‘offices at 


rities business from offices here. 325 Riverside Drive, N. Y. City. 
TELETYPE NY 1-971 














Burnison Opens Office 


WOLF POINT, Mont.—wW. E. 


,000 came from the sale of new Burnison is en 
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while the additional 














increase resulted from a stock 


dividend, 
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stock from 


at 
cd 


of the society’s $150,000 to $210,000; $30,000 of the 
Bo 


200,000 to $220,000. 


its common capi- 


Bo 


California 


wh 
The capital of the First National 


u 
of the Security Analysts Society Bank of Pecos, Texas, has been 


By a stock*dividend effective 
Aug. 19, The First National Bank 


Bellflower, 


long . 


bad 
increase 


tock from 


Ihambra, California by the sale 
of new stock J effective Aug. 21, 


Teletype: NY 1-583-584 


The Valle 


its common capital 


curity portfolios and investment $100,000 to $400,000. 


analysis with the Bank of Amer- 


1953, 


vast investment experience, hav- tal s 
Telephone: BArclay 7-5660 
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ESTABLISHED 1920 


Circular on request 
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the General Paint Corporation to 


join Transamerica. He has had 
Associate Member, American Siock Exchange 


Belgrano announced was a member 
Broadway 


that Willsie W. Wood had been board of governors. 


appointed a Vice-President of the 
effective Sept. 1. Mr. 


ho 


New York 5, N. Y. 
id-West Representative: William A. Sholten, 120 So. La Salle St., Chicago 3, Ill. 
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Wood is resigning 


when Mr. 
corporation, 












sequieay GOWIIS ‘yrsney 494HOM “2G 





£S6l ‘9% snBny 
Jequiey $2j0/5 payup ‘uDWYoOH "mM SojBn0g 


"h 'N ‘? 1404 MON ‘400445 pDOjg OF 
SGNO4@ YV1100 NYWusd UOJ GuUVO NOILVAGNVA 





“G3HIVILY JLV5DIdILUID NOLVGITVA 
DILNJHINY NV INOHLIM ISI1 JAO08V 
3HL NO UYVaddV HOIHM SGNO® YvTIO"d 
NYW4829 JHL JO ANV 3ISVHIUNd LON OG 











‘spuog YS JO SIaquINU [eLIes puR udIAdLosep IY} YO} 
Burnjes spuog JBOC] UPULIeF) 10} prvog UOLZEpYTe A 94} OF yoda 
v ajqvorjovid sv woos sv piuigns pus yerydweg Asoyeuvsydxy aes 
spuog paAosjsap JO 480] JO QUBUTZ BAI} Surpadsar UOLBVULZOJUL JOY 


SGNO8 GzIA0NLSIG YO 1SO1 


‘ssapjoypuog ay} OF 
JUQUIAT}IAS JO JOYO UV BYVU TPLAL JaNsst Yous 7eYy} sapraoid yor 
syqac] [BUseIXG UBULIAL) UO JUGUIBZIZY GY} JO SULIA} OY} WPA sou 
~p1099¥ Ul BPBU A OF BIB Spuog PayEpITwA Jo qoedsed Ul SJUGUTTP}IG 


SLNIWAVd 


‘yoyyduivg Aroyeuspdxyy eq} 
suo aunpasoid sty} UO UOIYBWOJUL JOY “AUBUIES) Ul Aouade 


‘pewnses eq Anu senss! 2y!2eds u! Bulposy ueym 
QW Of OU WOly UOISS!WWOT eBuDYrxgZ PUD SO1INIeS 
ous Aq epow eq jm SjueWe2UNOUUY “syexsDU SONLINIES 
SOjDIS PaUL Oy) U! Buypoy 104 e@)q/Bye Og [I1M 40j0404) 
e@Buny2xe u! penss! eq oj spucg Meu pup Spucg peop 
-yoa AjuM *s1qeq JOU4e;XZ UDUUED UO juoweelBy eu 
yO Suse) 0ys sopuN spuowAnd 105 Ajddp 04 0/q151)@ Og |/14 
—uoKNppyoA Buyinbe: jou 
S@NSs! JDI@AeS PUB—spUucg 
Ppejopypa jo ssepjoy AjuO i N 0 i Ll Nn VY P 
uv 0} PuBbog oq} ysnoiy} apew aq Avur ayep yeyg uo AURULIOT) 


JO uoQepyeA 410} uoQvoyddy “epGl “1 ATBNUBL TO SELIO}LIO} 





Buwoqysrwu UIB}I00 pus AueBulie’) jo apisyno ppy udeg BABY 
0} UMOYS ov qorga spuog reyjop Ajuo BEpPYBaA TM pswog aL 
NOILVGIIVA 4O 3d09S 

*SJUDUILLIBAOT) UBULIEF) Pub 
SVIC PeyUy sy} UBIMjoq syu@UIZeIB AG Payst[qeyso Useq sey 
SeyBIg pepyuy ey} Ut Spuog IVIJOP SULVPTBA JOJ anpaooid au 
‘CPG Ul UILLag Petdno00 seo104 POUY YAY oy} 4109)8 parvedds 
“stp pues ‘qUuaeTAIITjol 104 paseyound useg PRY Yorum spuog Je][0C 
uBUJer) JO JudWTAE 10 aes BY} JUDAIC 07 ATBSSQV0U St UONBPITE A 


AYWSSIOIN SI NOILVGIIVA AHM 


‘SOIPLINDES UI JO]VapP JO Jayouqg ‘yuBq Ino 


10 pavog UOTPVpYeA VY} Wor aquurezqgo Osyv yayyduvg A10yeuL[dx| 9y} 9S SUOTJONAYSU! PelVjop 10] 


‘SuLayo jo 


Sajunoo ay} Ul payepywA aq ysnuT suvyog Upy) 1ayjo fisuasing UDULLAH-UOU B UL poyeULWOUp SPU UBULIOr) 

‘SJUSUIUIOAOY) UBULIOS) PUB S9zVI_ PezUL) BY} JO JUVSUOD PENYNUT Aq pepuvdxa aq ‘1@AeMoy 
‘KBUL JST] PAOGK IY, “OUITY SITY YL UOIVEPYVA JOJ aIQIB]o JOU aT SIONSST UBULIOT) YSVOT JO spuog “UOlEpBA 
JO} padaysiBe1 9q 0} Poo YOU OP PUY PITBA SB PAIpPISUOD A1v SIONSS! UBULIIT) 489 \\ jO spuog Je]]Oq 424390 


spucg PIOm jPMeS %/ 


$76 3O UDOT [OULEXZ JOd!2}UNW PeDPHOsUSD ‘yo BOISE ‘BsequreHINM “76 


ES61 ‘| Asmnuer enp—y sees spucg PjOD PUns 


Buus eBoBuoW i414 %%9 “de> 29mg 21442919 POUT SHOYTISOM “16 


Lv61 ‘| 4equieseg eng—spucg pjom puny Burqurs 


wwes-Ajuem, eBoByow i414 91 UoyDsodse> sABmoy 214190/9 UOIS®A “06 


£S61 ‘L IMdy eng—y sees ‘spucg pjog eBoByow 


pung Bupyurs 200, -2Ay-Ajuemy 9 Aundures 5461] 9 4eMOg OG18/81UN “68 


Zvet ‘t Aine eng—y sees ‘sesny 


-ueqeg puny Bumuls 408,-07 Y%T/{9 vouosodsey sysom [901s POHUN “SB 


LS6L ‘1 OunT eng—> sees ‘SpUucg PIO 


eBoByow puny Buyyuls 220A-S7 5/9 UOHDsOdIED SHIOM [9MS POHUN “28 


LS6L ‘| eunt eng—y sees ‘spucg PICO 


eBobyow puny Buryurs 200,-¢7 IT/Ag voNDs0d0} SHIOM [OAS PSHUN “98 


I Pel ‘| 4eqQueroN eng—sesnjuegeg 


PICD Pung Burmurs 96549 (Be1,) UOHosodse> jOLysApU; PHIUN Ss 


S¥6L ‘1 4equIe2Z0g eng—spucg PjOD puny Buyyuys eBoByow 


(pesoj>) is41g 21412012-C4PAH 99 (B01,) UoHoLEds0> jOHESAPUl PHIUN “ve 


9r6l ‘| Asonuor eng—spucg 


PIeCm eBoByow 40e,-Ajuem, WAL pemsodsoouy ‘pspyuos) ‘201, “C8 


Of61 ‘Si Asenuor eng—y sees 


‘seunjuegeg Buyediwiog 99 uoHosodsey 42015 945/9H F suswels ‘7g 


LS6t ‘1 4equieides ong 
—801nju28geg PjOD Pung Bujuis se ,-ery-Ajuemy BAP Pet ‘huod 


MO} SYIOMPOHINYIS-SUSWIA!S ‘UOYOIEdIO Y2OIS SHS} F SuSMe!S “1g 


BS6L ‘1 4eqQuIeAcN eng 


—spuog puny Bujurs eBoByow 18414 5/9 uoyos0dios) Bulsnopy Ayny ‘08 


ESSi ‘1 4°q912O ONG 


—y sees ‘spucg puny Buyjuis pounres 960/49 uoymsodseD 80H 44NY “6/ 


Srél ‘1 IMdy eAg—Yy sees 


‘spucg e6DByow puny Buyjuls %,9 UoyDsodse> jo23WeYD 44Ny “BZ 


Ov6l ‘L SuNE eNQ—spUog PjOD puny Buyyuls Pesnres 100, 


-Auem 94 AuDueg Ut UOHAINSU; 8405/9 YyounyD Wey UOWOY"// 


P61 ‘Lt YEW eng—y sees ‘spucg PICD 


puny Buus 292 ,-Ajuamy UTig OUOADG uy YounyD WOyIOD UOWOY “9/ 


SS6L ‘1 IMAY @29G—OLEI 1° SONS ‘spucg Pjog e606 


-HOw PePpyosucr 9 UONBIOdIOD 4eMOY 714429/9 BpOYydsem-Oulyy “SZ 


ES61 ‘1 isABny eng—gzol 1° SeHes ‘spucg Prom e606 


“HOW PeDPYOsUSD 9 UONDIEdIOD 48MOg 214490)9 DyoYydssem-suiyy “PZ 


ZS61 ‘1 ADW ONng—SeHes Spucg P/>H 


aBoByow 221g 9 woyHsedioy 49mMOg 214129/9 BypYydssem-euryy “EZ 


OS6L ‘1 4eqQuIeAcCN ONng—sSO}eS Spucg P/OH 


‘geunjuegeg pjom puny Bumyuis 7 USHRIOGI 


6¥61 ‘| Asonsqey eng—seyes pucres ‘spucg 

PIOD Pung Bupjurs WBA HOM 4810M 40H “JO SP2UJACIg “HOAOURH “BY 
2561 ‘1 saBny eng 

—‘spucg PjOD Se10¢ 15414 969 8420M 210M TAH “JO B2U[AOAg “HOAOUDH "Zp 
6S61 ‘1 4equiaacn eng 

—spucg Pjem puny Supjuys pouseixg YZ ‘90 Aid “10A0U9H “OF 
6E61 ‘| 4equiercy eng 

—spucg PIom e/qWeeAUeD jousexg sweA-UeL %%/ ‘Jo Ai!D “MOAOUPH “SP 
PSL ‘1 49q912O ONG—SPUEG P}ODH 499A 

~Ajuamny %e (Banquioy 40 Ait 2OesUDH PUD 0044) ‘Jo HONS “GaNqweH ‘py 
SESL ‘L CUNT OnQ—UO] PjOH 400,-UO) 

WHS “0D shomyoy seus puo puncsBepuy peyorsig SanquioH ‘Cy 
S61 ‘SL 49q0120 ONQ—spucg P/OH eSeEBHow 

puny Supurs soe,-Auemy 9% / S1/0M YO} PUD [°F OOH POPD Em 

ES6L ‘1 SUNS eng—seunjucgeg pew PUNS BUNS IO VAEED ie 
fret “1 evar eng 
sees —spueg Pom pesnr.es puny Buquis 99 YOHO!IeSSy Buyme!> 

puoe syuEg sBuraes UBUD 40 use} jodiziunw peopiyosuc’ URW “OF 
Lvot ‘| Asmnagey 0ngQ—9Z6l 
JO 801205 ‘spucg Pjom Pesnres puny Bummuys O%/ YouD!IeS8y Bu}De/> 

pue syuEg sBuyaos UBUIE® 4° ube} podisjunw pejopyosuc’ UBUHeE® “6E 
861 
‘SL dy OngG—BZ6l 4° Y Sees ‘Spucg puny BusyuIs PIOD PeINIeS 

Ud] uEy %9 (YUdquejuey) SényNr2By 40) YUOG jONUOD YOUEH “BE 
0961 ‘St 4999120 
®NG—2B61 7° Bepes pucres ‘spucg puny Busyuys PjOD Penres 

UDO] UUDy %O (YUoquejuey) suNynr2By 40) YUOG jEHUeD UPUHED “7e 
0961 ‘St Aint eng—spucg puny Buyyurs prom pesnres 

une] ung %— (yUEquejueYy) SanyN2BYy 405 YUOG [P4USD UOWEH “OF 
OS61 ‘Si 4equieides eng—spucg puny Busjuls UDO] Wey 

PIC® Vely sty O62 (UBquUE;UEYy) unyArBy 40) YUEG /O4UeD UOUUIE® “SE 
SPSL ‘1 Ie y eng—spucg soH/0g PIOD PUns Bupyurs 

swe,-Ajuem, eBobyow i814 92 Auodwe oqe> Huo y UOUHE® “pe 
B61 ‘| AoW eng—sesnjueqeg puny Buxuis 

PICD 2e,-Ajuemy %O (ORY) AvEuseg ‘Auoduiey 4190/9 /84949H “CF 
OP6l ‘| 4equieseg eng—seinjuegeg puny Buyuis 

PIOD 200,-udeHIY WG (OFy) Auouseg ‘Auodwor 2420/9 [94949 “ZTE 
Sh6L ‘S| AsonuErS eng—sesnjueqeg P}Om puns 

Buus soe,-Auemy 972 (ORY) AvEwseD Aupdwos 214)29/9 }048UeH “1 ¢ 

CS61 ‘t AOW OAgG—BZEl Jo YOO] [OULeIXA JOd}2}UNW Spucg 

PIOD Pung Busyurs soe,-Say-Aywem) 5/9 ‘4° Auld ‘upow-Uo-HOsxUDL, © 

$76 | 40 WOO) poUsdjxg SPUdG PIED jO10S 9,2 ‘40 Ai!D “UJOW-UO-HOjHUDAZ © 

_- eea./i wmdy eng seves-——spu0g 


&$ 


"y x ’ 
Pees ‘+ JOOWISBAGRI OA 


— 











2 (736) 







Continued from first page 


As We See It 


economic system must be planned and managed by the 
governments of the nations of the free world, but rather 
that these governments must see to it that opportunity 
in the form of freedom of action and a friendly climate is 
provided for such a development. We should hope that he 
has the faith that we feel that, given such opportunity 
over a reasonable period of time, private initiative re- 
sponding to natural forces would build a far sounder and 
more enduring “economic system” in these countries than 
any government or group of governments could ever hope 
to build. 
No Managed Economy 


We find ourselves returning again and again to this 
aspect of the matter as we read and re-read not only what 
the President has to say in this letter but all that is being 
said in Washington and in political circles throughout the 
nation. No one will applaud more vigorously than we the 
President’s observation that “free nations must find ways 
to earn their own living in the world.” “Our part in aiding 
that effort” must, however, be that of doing all that we 
reasonably can to see that we do not stand in the way of it. 
We should prefer to say that we “must search diligently” 
to be sure that we do not obstruct any course of events 
which would naturally “widen and deepen the channels 


of economic intercourse among the free nations’ — or 
among all nations which are willing to proceed in the 
same way. 


It would be as well if all of us understood at the outset 
that some very basic questions are involved in all this. It 
would likewise be helpful if a very general realization 
could be reached that despite all the popular cry about 
“trade not aid’ certain old and very strong opposition 
exists among large sections of the population to changes 
which are essential to greater freedom of trade in this 
country. Part of it is traditional. For a long while the 
Democratic party continued to talk free trade, but gave 
little evidence that it really meant what it said. Candidate 
Alfred Smith in 1928 led his party to give up for all 
practical intents and purposes its rather phony free trade 
position. Mr. Smith’s action was quite in keeping with the 
spirit of the times. Farmers who had been the backbone of 
anti-protectionism had turned rather to the idea of finding 
ways and means of getting protection for themselves rather 
than trying further to free themselves of the burdens im- 
posed upon them by “protection” for the manufacturers. 

But there is more than tradition to oppose making it 
easier for foreign competitors to enter our markets. Long 
decades—not to mention longer units of time—have stimu- 
lated the growth of branches of industry which would find 
the conditions with which they have to cope vastly differ- 
ent if protection were removed. They in some cases might 
well find it disastrous if protection were suddenly and 
drastically eliminated or reduced. Time was when matters 
of this sort were left largely to the owners and managers 
of enterprises likely to feel such changes most severely. 
This, however, is an age of labor unions. These organiza- 
tions are led by men who know their way around the 
world, and wage earners are no more disposed to make 
personal sacrifices for the good of other elements in the 
population than are investors or owners of property. 


Some Will Get Hurt 


It may well be, as many are inclined to believe, that the 
extent of increase in imports following drastic changes in 
the tariff and other barriers can easily be exaggerated, 
particularly when the doliar proceeds of such sales is com- 
pared with what has become known as the “dollar gap.” 
No one could well deny, however, that individual branches 
of industry and perhaps individual enterprises would feel 
the change greatly. Let there be no doubt of our position. 
We believe heartily in greater freedom of trade among 
nations, and particularly between this country and other 
countries. We, in fact, are prepared to go so far as to say 
that we hold fully free trade so far as realistic national 
defense considerations permit to be an ideal toward which 
we should constantly strive. Yet we no more than any 
other observer who feels impelled to use his common sense 
can ignore the fact that substantial changes in such a 
direction in the circumstances now existing involve real 
problems. 


Both Economic and Political 
These problems are both economic and _ political. 
Weither labor nor capital is anywhere near completely 
mobile. Investments made in sheltered industries can not 
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be suddenly and easily be transferred into other branches 
when doors are open to competing products. It is scarcely 
to be expected that wage earners whose roots go deep into 
local communities and special industries would be willing 
to pull themselves up from their accustomed soil and 
migrate. These are practical problems which must be con- 
sidered, but not permitted to block needed alterations in 
international trade arrangements. Needless to say that 
the other extreme of placing multitudes of such persons 
or such investors in effect upon the public payrolls is not 
to be approved or condoned. Whether viewed as the poli- 
tician regards such matters or as seen through an econ- 
omist’s spectacles, this Commission now appointed by the 
President and about to begin its work has a difficult task 


to perform. 


As to our attitude toward foreign nations, plain talk is 


in order. ‘““Trade’”’ may not be 


the full answer—it probably 


is not—but it furnishes a beginning which foreign nations 
may profit by provided they are willing to earn their own 


way by hard work. 


Continued from first page 





“If the Cold War Stops!’’ 


what do we mean by the glib 
phrase, “If the Cold War Stops?” 
Now that there is an armistice in 
Korea do we also mean that there 
must be a marked change in ihe 
aims of Russia and the character 
of her leadership? Do we mean 
that all must be well in Indo- 
China? When we say, “If the Cold 
War Stops,” are we again dream- 
ing of that peace which we 
thought would promptly follow 
our victory in Europe in 1945? 

Ralph Hendershot, Financial 
Editor of the New York “World- 
Telegram,” recently pointed to the 
possibility of Russia pulling out 
of Europe entirely within the 
next year—leaving its satellities 
to their own devices. He says that 
some U. S. bankers believe this is 
not by any means an impossibility 
in the next 12 months. I have no 
tea cup that lets me read the fu- 
ture and say whether this event is 
likely. Mr. Hendershot is surely 
right in thinking that such a move 
would have a profound effect on 
the psychology of this nation and 
would doubtless encourage again 
our eager wish as a people to be- 
lieve that we can have the boys 
back home, no budget for defense, 
tax cuts, peace and security. 


Will Not Liquidate Our Defense 
Industry 


But I rather doubt that the 
world will soon look so peaceful 
to an experienced and skeptical 
America that we will quickly 
liquidate our defense industry as 
we have in times past. Further- 
more, there is a very rapid ob- 
solescence factor in weapons. The 
old must be replaced continually 
by the new—because the tactical 
and strategic advantages of new 
weapons and of new facilities may 
mean the difference between vic- 
tory and defeat — between lives 
lost and lives saved. In spite of 
the heavy pressures for economy 
and tax reductions, I think we 
will have substantial defense ex- 
penditures for the foreseeable fu- 
ture. Certainly in the case of 
Worthington, I don’t believe we 
should expect to lose all our Gov- 
ernment orders. 


But there are some other fac- 
tors we must consider. There has 
been an undercurrent of caution 
about a recession in this country 
for a long time. Are we assuming 
that a recession, for example, 
might be triggered by a decline 
in Government orders—or are we 
talking about one which would 
not be due solely or even prin- 
cipally to that cause? 


There is, as you know, conflict- 
ing counsel on this point.. The 
pessimists have been continually 
forced to revise their calculations 
(although we have had strong 
corrective swings since the war). 
The Communists built their post- 
war policy on an expectation of a 
U. S. depression in the postwar 





period. For that matter, it is a 
main tenet of Marxist dogma that 
capitalism survives mainly on 
war and threats of war. The re- 
cent softening in the Moscow line 
may in part be a reflection of 
their hope that the United States 
will collapse if it can be persuaded 
to go out of defense production. 


There are economists and others 
who feel that the nation has en- 
joyed a very long period of rela- 
tively good times and that a 
change is due. They point to vast- 
ly increased productive capacity: 
high break-even points in indus- 
try; high labor costs; the comple- 
tion of more than seven million 
new homes; completion of the job 
of satisfying the many needs un- 
satisfied during the war period; 
the ieas that the automobile in- 
dustry because of its record pro- 
ductior has overrun its market, 
and a great many other influences. 

Or the other hand there seems 
to be very little support for the 
notior that any kind of severe 
correction is imminent. The ad- 
vocates of the view that even a 
correction is not in the offing 
point to such powerful counter- 
influences as the rising popula- 
tion in this country—where every 
12 seconds we have a net gain of 
one new mouth to feed, one more 
human being to clothe, one more 
bundle of desires and expectations 
to satisfy. One every 12 seconds 
—perhaps 80 new customers net 
since I started to talk to you here 
this evening — more than 8,000 
new fellow citizens just since you 
met here yesterday morning. 

For those of you who didn’t 
bring your slide rules, I should 
say that this all adds up to a net 
of 2,600,000 new customers a year. 

The statisticians told us that 
the population of the United 
States would increase 14% be- 
tween 1950 and 1960 — and the 
population of school age will in- 
crease 36%. Translate this popu- 
lation trend into such things as 
teen-agers wanting automobiles— 
and automobiles needing roads— 
and young couples needing homes, 
and you are reminded that the 
thing we are trying to understand 
and describe is qa dynamic, not a 
static economy—hard to pin down, 
like the last little pig in the barn- 
yard who ran so fast he was hard 
to count. 


No Severe Let-Down Imminent 


We are living in a vigorous, 
changing, unpredictable world 
where statisticians are continually 
being double-crossed by the facts 
of life. 

It seems to me if a period should 
arrive when our defense expendi- 
tures can be on less of an emer- 
gency level—which I hope we can 
expect—and if this change should 
tend to cause or precipitate a re- 
cession, causing any substantial 
amount of unemployment, other 








forces will come into play prompt- 
ly. I am quite sure that the Ad- 
ministration now in Washington 
will be very quick to act and be 
effective in such a situation. The 
will of the American people in 


this regard is quite clear. ‘he 
people of this country wil! not 
tolerate any more violent depres- 
sions. If a choice must be ma 
between two or more evils, ! | 
sure a depression with widesp: cad 
unemployment will no longer be 
the evil acceptable. 

I remind you that President 
Eisenhower urged Russia to wit! - 
draw from cold-war-mongeri' 
that the money now being poured 
into armaments could be poured 
into projects for the rehabhilita- 
tion, advancement and enrich- 
ment of mankind throughout the 
world. This policy is, of course, 
now being carried out in South 
Korea. Congress has already 
granted an emergency appropria- 
tion of $200 million toward the 
reconstruction of that devastated 
land, and there are indications 
that total U. S. outlays for aid in 
Korean reconstruction may even- 
tually reach $1 billion. 

At home, meanwhile, there is a 
widely recognized need for public 
works. The average life of all 
road surfaces in this country is 
12 years. The average life of road 
beds is 17 years. The U.S. Bureay 
of Public Roads estimates that 
44% of heavy construction roads 
in service in this country in 1950 
will be worn out by 1960. About 
74% of intermediate roads and 
90% of the lightest construction 
roads will be worn out by then. 
Meanwhile the need for new roads 
is being felt everywhere as the 
automobile population mounts to 
the 40-million mark. 

Our people at Worthington esti- 
mate that there is a prompt and 
immediate need to spend some- 
thing like $45 billion for all roads 
and highways in this country. The 
toll road —the turnpike —is one 
answer to the problem of financ- 
ing our roads without Federal 
help. 


The need is pressing, and we 
anticipate a rising curve in road- 
building programs in the future. 
Because we manufacture pavers, 
portable concrete mixers, truck 
mixers, big stationary ready-mix 
plants, and a great variety of 
equipment for contractors, we 
would gain from such a large- 
scale roadbuilding program. 


Public Works in Offing 


Another major area of import- 
ance to us, is public works. Munic- 
ipal government financing may 
be needed in some cases but in 
many instances public works can 
be shown to be self-liquidating. 
The school problem is great. So 
is the hospital problem. But there 
is a field of special interest to us 
and of special interest to the 
nation. As population has risen— 
as more and more people have 
trended toward the urban com- 
munities—the need for expanded 
and adequate water supply sys- 
tems has developed throughout 
the country. It is a need accent- 
uated by the declining water 
tables nearly everywhere. Many 
communities and individuals in 
rural areas have found it impos- 
sible to rely on wells and have 
been forced to go farther afield 
for their water resources. This is 
a situation which will get worse 
rather than better and requires 
increasing municipal attention to 
reliable water supplies. Further- 
more, as you know, there is a 
high obsolescence factor in city 
water pumping stations. The pres- 
ent equipment is often over- 
loaded and out of date. 


Allied to this is the problem of 
sewage disposal, which is acute 
in many communities. More and 
more attention is being given— 
and must be given—to the proper 
modern handling of sewage—to 
avoid stream pollution and in the 
interests of economy and public 
health. In industry, we find in- 
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creasing pressure on those manu- 
facturers who have waste dis- 
posal problems to solve them in 
some way other than by dumping 
their wastes into streams or mu- 
nicipal sewage systems. 

Add to these fields the problems 
of flood control, reclamation, 
drainage control and _ irrigation, 
and you have a substantial pent- 
up demand. 

Again speaking for ourselves, 
we are expanding rapidly in a 
field which seems to us to have 
great—even fantastic promise: Air 
Conditioning. I would not dare 
stand before such a wise and 
sober audience as this and recite 
the market possibilities which 
sales-minded individuals in the 
air conditioning field take as a 
matter of course. As a matter of 
fact, 1 frequently discover that 
even the sales-minded people find 
themselves in the unfamiliar posi- 
tion of understating their expecta- 
tions. Air conditioning sales have 
passed the $1 billion mark, and 
there are confident predictions 
they will reach the $5 billion 
mark in 10 years. 

It is our current expectation 
that our large installation air- 
conditioning and _ refrigeration 
sales will be at least 25% greater 
iy the end of next year. Under 
this heading comes the air-condi- 
tioning of large buildings like the 
Mellon Art Gallery in Washing- 
ton, Saks Fifth Avenue in New 
York, and the CBS Television 
Center in Hollywood, as well as 
of great industrial plants like 
Consolidated Aircraft’s in Fort 
Worth, with its 13,000 tons of 
refrigeration capacity. It also in- 
cludes cooling systems for the in- 
dustrial processes of companies 
— Humble Oil and Lion Chemi- 
«al. 

Since we are one of the three 
largest companies in this large 
commercial field today, we could 
<ount on our expansion in this 
division of our business alone to 
fill substantially any gap pro- 
diuced as a result of an end to 
Government orders. 

In the commercial field which 
wses smaller, packaged, air con- 
diitioning units — in restaurants, 
stores, offices and similar places 
—we expect a 70% increase in 
our sales by the end of 1954. 


Residential Air Conditioning 


The most spectacular gains are 
likely to be made in the residen- 
tial field, however. This we ex- 
pect to be an area of great op- 
portunity and promise. And we 
are thinking not only of summer 
air conditioning, but year-round 
air-conditioning. The day of the 
twelve-months air-conditioned 
home is upon us. Engineering will 
make the home a vastly pleas- 
anter and also healthier place. 
‘The manufacturing problems are 
well on their way to solution 
throughout the industry—the cost 
wroblems are being rapidly licked 
—installation problems are still 
with us, but they are being in- 
«<reasingly overcome by packag- 
ing the job so that installation is 
relatively simple and foolproof. 

Central residential systems in- 
stalled either in older houses with 
warm air systems or in new con- 
struction as part of a year-round 
air conditioning unit do for a 
thhouse what five or six room- 
<oolers cannot do; cost about half 
as much; provide central auto- 
matic control; are much less noisy 
and afford better air distribution. 
It is the consensus that sales of 
central systems will go up as fast 
as room units—of which one mil- 
Jion may be sold in 1953, substan- 
tially better than a million in 1954, 
and perhaps 3,400,000 in 1957. 

Worthington is building a new 
plant in Decatur, Alabama, to be 
used exclusively for the produc- 
tion of packaged air-conditioning 
equipment. We are rushing com- 
pletion of this plant, because our 
present facilities at Holyoke aré 
insufficie t Or « eh Eran I 
moreovel 
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work. By the year’s end we ex- 
pect to be producing equipment 
there for the 1954 market. 

In taking advantage of the op- 
portunity in the air-conditioning 
field the Worthington Corporation 
is following a policy of broad 
diversification. That’s the reason 
a year ago we changed our name 
from Worthington Pump and 
Machinery Corporation — a fine 
old name which we were very 
proud of—to the simpler and more 
accurate Worthington Corporation. 
We intend to be a dynamic and 
energetic force in many fields 
which seem to us fitted to our 
particular genius — our particular 
skills and know-how—our special 
engineering traditions. We intend 
to move quickly into other fields 
which have special promise 
which are on a sharply rising 
growth curve. 


Let me remind you that by 1961 
it is expected that the output of 
chemical products will be double 
what it is today and something 
like half of all synthetic organic 
chemicals will be made from oil 
or natural gas. We foresee many 
and expanding opportunities for 
our company in this field. Com- 
pressors are the heart of chemical 
and petro-chemical plants. Gases 
are compressed to pressures as 
high as 15,000 lbs. per square inch 
to produce the ever-widening list 
of chemicals and synthetics de- 
rived from coal, petroleum, air 
and other basic sources; and on 
polyethylene processes, pressures 
up to 25,000 lbs. per square inch 
may be required. 


Creating New Products 


The genius of American indus- 
try lies in its ability to create new 
products which stimulate and. in- 
crease consumer demand. The 
chemical industry’s phenomenal 
growth has resulted largely from 
new products which came out of 
the research laboratories. Union 
Carbide and Carbon Corporation, 
for example, reports that over 
one-third of its earnings since 
1939 have come from new proces- 
ses and from new products which 
did not exist in commercial quan- 
tities prior to 1939 and which 
resulted directly from research 
and development. 


Perhaps at this point I can sum- 
marize my own attitude toward 
the question of the evening in this 
way: 

First, in my opinion, speculation 
about a major recession is today 
entirely unwarranted by the facts. 
I just don’t think it is in the cards. 

Second, the unfilled needs and 
wants of Americans is a tre- 
mendous pressure on our economy 
today—far greater perhaps than 
most people recognize. This pres- 
sure coupled with the dynamic 
planning of modern American in- 
dustry and the constructive poli- 
cies of the present Administration 
can, in my judgment, fill any pos- 
sible valleys occasioned by a de- 
cline in defense production. And 
remember, the American indus- 
trialist knows that peace business 
is far better than war business 
any day. 

Third, speaking for ourselves, 
Worthington has been in business 
for 113 years and the future never 
looked better to us. 


An Engineering Center 


I would like to comment briefly 
in closing on some forward plan- 
ning that is close to all of us here. 
I refer to the project of Columbia 
University to build an Engineering 
Center, comparable to its one- 
time-pioneering Medical Center. 

The New. York “Times” said of 


this undertaking: “All the re- 
sources of the University will be 
tapped, so that students at all 
levels will listen to professors who 
are leaders in the physical as 
well as in the social and political 
sciences and the humanities.” 
The “Times” suggests clearly 
the new demands which are being 
made and which will be made on 
the engineer in our dynamic and 
ever-changing society. We at 





Worthington are very conscious of 
these demands. We took into our 
organization over 100 young en- 
gineers last year — 93 from this 
country and 18 from abroad. We 
believe our plans require us to get 
or develop a more widely edu- 
cated engineer in the future. He 
will be no less an engineer. In 
fact, he will be as good as his 
engineer father—and that, if I 
may salute the mature members 
of this audience, is very good in- 
deed. I remind you that Columbia 
has produced engineers of the 
greatest distinction — William 
Francis Gibbs, Grover Loening, 
Ambrose Monell, Sir Stephen 
Pigott, David Steinman, Edwin 
Armstrong, and many others, in- 
cluding Charles Edward Lucke, 
who was our particular friend and 
a consultant to our company for 
many years. 


I have in mind the need for the 
engineer who sees beyond his 
engineering — for whom engi- 
neering is only a means to great 
ends — who recognizes that the 
challenge does not stop with the 
machine but extends out to the ef- 
ficient use of that machine under 
a great diversity of new condi- 
tions and circumstances in a 
dynamic society. The New York 
“Times” statement that the 
Columbia Engineering Center 
would pay attention to the social 
sciences particularly interested 
me. We have a need for young 
men with engineering training 
who are also aware of the exist- 
ence of a science called economics. 
(Maybe economics is an art, ra- 
ther than a science.) But my 
point is that the engineer who 
sees the complex of social, in- 
dustrial, political, and economic 
forces at work is greatly needed 
today. 


John Hume, Jr., With 
Fordon, Aldinger & Go. 


DETROIT, Mich. — John Hume, 
Jr., has become associated with the 
firm of For- 
don, Aldinger ~ ! 
& Co., Penob- 
scot Building, 
members of 
the New York 
and Detroit 
Stock Ex- 
changes. Mr. 
Hume, previ- 
ously was as- 
sociated with 
E. E. Mac- 
Crone & Co., 
E. A. Pierce & 
Co., and Rath- 
bun & Co. 
During the 
past 13 years he had his own 
business in Grosse Pointe. 


Walter M. Wells Joins 
Dempsey-Tegeler & Co. 


(Special to Tue FInaNciAL CHRONICLE) 

LOS ANGELES, Calif.—Walter 
M. Wells has become associated 
with Dempsey-Tegeler & Co., 210 
West Seventh Street. Mr. Wells 
was formerly with Douglass & 
Co. and First California Company. 
In the past he was an officer of 
Maloney & Wells, Inc. 


John Hume, Jr. 


Form Cayias Brokerage 


SALT LAKE CITY, Utah—J. L. 
Cayias and O. L. Cayias have 
formed Cayias Brokerage Co. with 
offices at 39 Exchange Place to 
engage in a securities business. 


Walter Daniels Opens 


(Special to THe FINANCIAL CHRONICLE) 

LARAMIE, Wyo.— Walter E. 
Daniels is conducting a securities 
business from offices at 1820 
Garfield. 


Alexander McGill 
Alexander McGill passed away 
at the age of 69 after a long ill- 
ness. Mr. McGill before his re- 
tirement was the securities 
business in New York. 





Bank and Insurance Stocks 
By H. E. JOHNSON 


This Week — Insurance Stocks 


Underwriting results of the major fire and casualty insur- 
ance companies for the first six months of the current year were 
far from uniform. Some institutions showed very subsantial im- 
provement over the results of earlier periods while in other in- 
stances unsatisfactory underwriting continued to restrict profitable 


operations. 


As a general rule most of the casualty companies experienced 
an improvement in underwriting. Losses were lower relative to 
the volume of business and with the higher rates that have been 
in effect for the past year, underwriting showed a sharp gain 
over the first half of 1952. Of course there were variations from 
this general trend in evidence. A few companies were still en- 
deavoring to adjust themselves for unfavorable earlier periods and 
underwriting losses were not unusual. At the same time, particu- 
larly among the medium sized units, substantial underwriting 


profits were reported. 


Among the companies writing fire lines primarily the reports 
showed an even wider variation. One of the major influences on 
underwriting operations in this connection was the numerous wind 
storms which swept through certain densely populated areas of 
the country with severe damage to insured property. 
company had a relatively high concentration of risks in such 
areas, losses were correspondingly heavy. In other words there 
was a measure of “luck” in how heavily a particular company was 
hit by these storms which in turn had a direct bearing on under- 


writing for the period. 


Where losses were modest such companies generally had 2 
favorable period with underwriting near the level of the first 
half of 1952. Where losses were substantial the statutory gain 
was lower than in the comparable period of a year earlier. 

Two of the medium sized groups writing both fire and cas— 
ualty business, which made more favorable showings in the first 
half, were the American Insurance Company and Glens Falls 
Insurance Company. A summary of their operating statements, 
excluding certain capital gains and losses, for the first half of 1953 


and 1952 are shown below. 


American Insurance 


1953 


$ $ 
Net Premiums Written 41,401,117 41,329,116 


Increase in Unearned 
Premium Reserves 


2,019,248 4,384,726 
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Glens Falls Insurance 
1953 1952 


$ $ 
37,985,938 33,733,747 


1952 


3,384,532 3,455,573 





Net Premiums Earned 39,381,869 36,944,390 





34,601,406 30,278,174 





Losses & Loss Exps. 21,860,416 20,448,341 
Underwriting Expenses 16,438,095 16,040,396 





19,511,340 17,354,009 
14,888,081 13,573,972 

































1 Ae a 37,798,511 36,488,737 34,399,421 30,927,980 
Underwriting Profit _. 1,583,358 455,653 201,985 —649,806 
Investment Income  .. 2,125,898 1,786,136 1,254,144 1,130,939 
Total Income Bef. Tax. 3,709,256 2,241,789 1,456,129 481,133 
Ee “Te. a ncuascu 1,210,748 599,500 413,119 —43,538 
a DE canbweasen 2,498,508 1,642,289 1,043,010 524,672 


Because of differences in the composition of insurance lines 
written by the two companies, the operating results are not ex- 
actly comparable. For example American Insurance has a slightly 
higher participation in fire lines while Glens Falls is more heavily 
weighted in some of the automobile liability lines. These varia- 
tions undoubtedly account for part of the differences in under- 
writing results in the two periods. 

The encouraging feature of the above reports was the im- 
provement in underwriting. Both companies were able to report a 
statutory profit considerably better than in 1952. 
Falls converted a sizable loss reported a year ago into a profit in 
In both instances the trends were favorable 
and encouraging for operation in the last half. 
interesting feature 


the current period. 


Another 


gain in investment income. 


of the industry. 
Glens Falls are 
organizations. 


be realized in the last six months. 
the incidence of losses is capricious. However, based upon results 
so far and current indications, the year could continue to show 


improvement. 


Graham Reid Forms Co. 

DALLAS, Tex.— Graham Reid 
has formed Graham Reid & Co. 
with offices in the Republic Bank 
Building to engage in a securities 
business. He was formerly local 
manager for Waddell & Reed, Inc. 


Forms Jos. Rose Co. 


DENVER, Colo.—Joseph S. Rose 
and Joseph S. Rose, Jr., have 
formed Joseph S. Rose & Co. with 
offices in the Silver State Build- 
ing to engage in a securities busi- 
ness. 


in the above figures was the 
Earnings from this source were 
higher by more than 10% for each company reflecting a larger 
volume of invested funds, a well-maintained level of dividends 
and a better return on fixed income securities. 

Taxes likewise were sharply higher as a result of the im- 
proved underwriting and the larger investment income. Neverthe- 
less final net income for period showed substantial improvement. 

As indicated before these results are not necessarily typical 
In fact the showings of American Insurance and 
considered better than of most other similar 
This does not mean that comparable results will 


































Indeed Glens 


As was shown in the first half 
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Continued from first page 


A Cheerful View of 
The Stock Market 


ahead because of the generally 
cenceded prospect of at least a 
moderate readjustment in busi- 
ness activity. 


No Drastic Economic Collapse 


It might be in order to point 
out that there is no danger in the 
foreseeable future, at least, of a 
1929-1932 collapse in our econ- 


omy. We have too many safe- 
guards against such aé_ theo- 
retical possibility, including 


guaranteed bank deposits; unem- 
ployment compensation; Social 
Security for those of retirement 
age; an entirely different attitude 
on the relative importance of 
budget balancing versus “full em- 
ployment”; and a scale of Federal 
taxing and spending which vir- 
tually guarantees an inflationary 
deficit of at least $10 to $15 
billion a year on a decline in 
activity of the magnitude of the 
1937-1938 recession. Since I am 
a firm believer in the observation 
that “The more things change, the 
more they are the same,” I think 
we will continue to have cycles 
in both business and the stock 
market. The best we can hope for 
is a lessening of the amplitude of 
the cycle as a result of enlight- 
ened public attitudes, just as we 
have been seeing a reduction in 
the incidence and death rate from 
tuberculosis and pneumonia be- 
cause of the progress of medical 
science. 

The probabilities at the moment 
continue to favor only a moderate 
and rotating business readjust- 
ment during the period imme- 
diately ahead, rather than even a 
recession of the magnitude of 
1937-1938. Some of the support- 
ing factors in our economy are not 
as strong as they were a year ago, 
but there appear to be few weak- 
nesses of sufficient importance 
to require a major depression. 
Construction activity may taper 
off slightly next year, but no sub- 
stantial decline seems likely un- 
til money becomes as scarce as it 
was in 1919 or 1929, and/or va- 
cancies reach the prewar level of 
at least 5% during periods of rela- 
tively full employment. (This 
could support a demand for over 
one million homes a year, on the 
average, for the next three or 
four years.) Public works proj- 
ects, including super-highways, 
schools, etc., promise to hold at a 
very high level through at least 
1954. 

Fears of industrial over-expan- 
sion seem to be a little overdone, 
when we take into account the 
fact that some of the building in 
recent years has been strictly for 
armament work, and the further 
fact that high wage rates make it 
désirable to try to increase ef- 
ficiency by providing more space 
per worker in many instances, 
and to try to eliminate the neces- 
sity of Saturday work or the sec- 
ond or third shifts. Consumer 
credits are uncomfortably high, 
but they are only equal to about 
the 1941 ratio to disposable in- 
come, and the theoretically “ex- 
cessive” amount of $4 or $5 bil- 
lion is equal to only about 2% of 
one year’s retail sales. Business 
inverttories are also on the high 
side, but the latest figures (as of 
June 30) were equivalent to only 
1.6 months sales at current levels. 
(A 10% decline in sales would 
raise the ratio of inventories to 
the equivaient of only 1.8 months 
requirements.) 

1 cannot help but wonder if 
some of the current worries about 
the business outlook are not due 
to over-emphasis on the dollar to- 
tals of such items as consumer 
credits, inventories, and plant in- 
vestment, without relating these 
figures to the changed value of 


the dollar, and the tremendous 
growth in our working popula- 
tion over the past 16 or 17 years. 
(The emphasis on the material 
side of life has made it necessary, 
and our changed social attitudes 
have made it acceptable, for more 
women to work. This adds much 
more to the effective buying 
power of the public than does an 
increase in the population via the 
birth rate.) 


1937-Type Recession Already 
Discounted 


In spite of the high level of the 
market averages, I believe that 
an excellent case can be made for 
ine conciusion that the majority of 
stocks have already discounted 
something close to a 1937-1938 
type of business recession. There 
would certainly seem to be 
sounder grounds for optimism as 
to the status and prospects for 
most issues than was true a year 
or two ago even though Wall 
Street is now much more pessi- 
mistic than it was in 1951 or 1952. 
The latter is due in large measure, 
of course, to the fact that “Wall 
D>treet psychology” is dominated, 
or at least greatly influenced, by 
the mass of brokerage house lit- 
erature and the widely dissemi- 
nated letter services. The judg- 
ment of both of these groups tends 
to be influenced by the volume 
of their own business and, his- 
torically, volume of trading or 
market interest tends to move 
with prices. 

It is only necessary to go back 
to May and June, 1949, when vol- 
ume of trading was running at 
less than 900,000 shares a day, 
and contrast Wall Street psy- 
chology at that time with the 
optimism which prevailed in Jan- 
uary, 1946, when sales were run- 
ning at a rate of more than two 
million shares a day. (There are 
exceptions to this over-all obser- 
vation, of course. Some brokers 
are always optimistic because of 
their fortunate nature, and some 
because it is considered good busi- 
ness and a safe attitude to take 
from a long-term standpoint. And 
there are a few individuals in 
every profession who can always 
keep their feet on the ground in 
spite of continuous pressures to 
go along with the crowd.) 


Bullish Factors 


Among the reasons for believ- 
ing that the majority of stocks are 
in attractive buying areas, in spite 
of the level of the averages, are 
the following: 


(1) More than 70% of the listed 
industrial issues have recently 
sold down to, and/or are currently 
selling at, well below the levels 
touched in 1946—more than seven 
years ago— in spite of the substan- 
tial decline in the value of the 
dollar since that time, and what is 
more important, in spite of a tre- 
mendous increase in assets be- 
cause of the greater-than-average 
rate of earnings “plowbacks” in 
the past seven years. This fact is 
obscured by the market averages, 
which are dominated by the type 
of issues whose floating supply 
has been gradually absorbed by 
the Pension Funds and Mutual 
Investment Trusts, which must 
concentrate most of their buying 
in the companies with very large 
capitalizations. 

A breakdown of an index of 
my own, which is composed of 
35 industrial stocks of average or 
above average quality, reveals 
that the ten most obvious “Pen- 
sion Fund” stocks in this group 
were selling at this year’s com- 
posite lows, at 30% above their 
average 1946 highs, or the equiva- 
lent of 275 in the Dow-Jones I[n- 
dustrial Average. In contrast, the 
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remaining 25 issues, at their re- 
cent lows, were quoted at 12% 
below their average 1946 highs, or 
at the equivalent of about 190 in 
the Dow-Jones Industrial Aver- 
age. (The long-term rate of growth 
of earnings in both groups of 
stocks happens to be identical.) 


Those who may be waiting for 
the averages to reflect the extent 
of the readjustment already wit- 
nessed in the vast majority of 
stocks may have overlooked the 
cumulative effect that the persist- 
ent Pension Fund buying of cer- 
tain issues is having in prevent- 
ing a normal full “correction” in 
the prices of these stocks by ab- 
sorption of the historically small 
floating supply. 

(2) More than 75% of the listed 
industrial stocks have already ex- 
perienced declines ranging from 
20% to 50% or more from highs 
touched within the past two and 
one-half years. The average de- 
cline in this group of issues ap- 
pears to be over 30%. This has 
been obscured in the market aver- 
ages by the “rotating” nature of 
the 1951-1952 highs. duPont, for 
example, reached its 1951-1952 
high in May, 1951, when it sold 
up to 102% and then sold down 
to 791% in May, 1952. On the other 
hand, General Motors, which in a 
sense is one of the components of 
duPont, did not reach its high 
during this period until last 
December, when it sold up to 69% 
as compared with a 1951 peak of 
1954. Bethlehem Steel recorded 
its high to date in January, 1951, 
when it sold up to 60, or about 
25% above its subsequent low, 
and more than 10 points above 
recent quotations. (Incidentally, 
by the end of this year, Bethlehem 
will have plowed back at least $17 
a share in its property since the 
stock sold at 60, or the equivalent 
of more than 30% of the current 
price of the stock.) 


Low Demonstrated Price- 
Earnings Ratios 


(3) Many stocks are currently 
selling as low in relation to peak 
or demonstrated earning power 
in recent years as was the case 
at their lows in 1938. For ex- 
ample, American Smelting at 31 is 
(or was) selling at the equivalent 
of 4.3 times the 1950-1951 earn- 
ings. At its low in 1938, the price 
of 11% for the present shares 
was equivalent to 4.2 times the 
1936-1937 level of earnings. (In- 
cidentally, the 1938 low for 
American Smelting was followed 
by a rise of more than 100% with- 
in a year, and of more than 150% 
before earnings were to exceed 
the 1936-1937 levels.) Bethlehem 
Steel at its recent low was selling 
at 4.0 times its 1950 earnings, and 
4.7 times earnings for the second- 
best recent year, as compared 
with its 1938 low for the present 
stock (13%) of 5.2 times 1937 
earnings and 3.6 times the peak 
(1929) earnings of the preceding 
10 years. 

To be sure, at their 1938 lows 
these stocks had participated in a 
bear market decline of major pro- 
portions in the Dow-Jones In- 
dustrial Stock Average, but from 
levels in 1937 which were assum- 
ing that the earnings for that year 
were “normal.” In contrast, the 
price-earnings ratios at the 1950 
and 1951 peaks were, in most 
cases, only about one-half to two 
thirds of those recorded in 1937, 
as there was a more widespread 
recognition of the fact that these 
earnings might prove to be ab- 
normally high. (Of course there 
were other factors which had a 
tendency to keep price-earnings 
ratios at below prewar levels in 
recent years, but the fact remains 
that stocks were less vulnerable 
in the past year or two, because 
they did not sell at very optimistic 
levels in relation to peak earn- 
ings.) 

(4) As a result of an unusually 
high rate of earnings plow-backs 
during the past seven years (about 
three times the average rate of 





the preceding seven years), basic 
asset values behind most stocks 
have been rising sharply. For 
example, Allied Stores, which 
sold above 60 in 1946, and is 
currently quoted at about 38, has 
reinvested approximately $23 a 
share in this expanding chain of 
department stores since January, 
1946. Certain-teed, at 13, is selling 
at less than its plow-backs of 
more than $14 a share since the 
middle of 1946. (Its 1946 high, be- 
fore these plow-backs, and when 
its balance sheet was not nearly 
as strong as it is today, was 
double current levels!) 
% % % 
Propitious Buying Time 


It might be argued that the ex- 
amples cited above are issues of 
companies in industries whose 
near-term outlook is not “favor- 
able.” However, isn’t that the time 
to buy stocks for long-term hold- 
ing? In theory, building material 
stocks should have been avoided 
when we were catapulted into 
World War II in December, 1941, 
as it was obvious that building 
activity would be restricted dur- 
ing the forthcoming period of 
manpower shortages. By the end 
of the war, of course, the outlook 
for the building industry im- 
proved drastically, in view of the 
pent-up demands for housing and 
commercial projects. In December, 
1941, Certain-teed was selling be- 
low 2, Flinkote at 9, and U. S. 
Gypsum at 38. Earnings were held 
down during the war period and, 
as had been expected, the earn- 
ings picture from 1947 on turned 
out to be excellent. However, 
these and most other building 
stocks proved to be definite pur- 
chases in late 1941, and good sales, 
at least temporarily, in 1946, when 
Certain-teed sold up to 26; Flint- 
kote at above 46; and U. S. Gyp- 
sum at 132—prices which have not 
been exceeded since that year. 


What I am trying to show, of 
course, is that stocks are usually 
attractive purchases when they 
are basically cheap but unpopular 
because of the near-term outlook. 
Anyone who wanted to buy stocks 
when everything seemed to be 
running smoothly and the near- 
term outlook was~ quite good 
had a chance to acquire such 
former growth favorites as 
Celanese in 1951 at well 
above 50; Parke Davis in the 
same year at above 60; and Ken- 
necott Copper in early 1952 at 
above 90. The prevailing view in 
1951 was that Celanese and Parke 
Davis should never~be sold, and 
there were no clouds on the hor- 
izen for Kennecott;~since earn- 
ings were to step up sharply with 
the termination of price controls. 
On the basis of my own contrary 
type of thinking, I cannot help 
but feel that these issues are much 
better purchases at Current levels 
(23-24 for Celanese; 33-34 for 
Parke Davis; and 63-64 for Ken- 
necott) than they w@fe two years 
ago, even though the intermediate 
outlook for earnings might be 
considered the reverse of what it 
was when these sto¢éks were sell- 
ing at 50% to 100% above current 
quotations. 

In connection with my refer- 
ence to the increase in basic val- 
ues of individual stocks because 
of the unusual, larg@ plow-backs 
in recent years, it is important to 
remember that the ffivestment of 
retained earnings does not guar- 
antee additional earning power. 
This is particularly true where 
rates or prices charged for goods 
or services are subject to regula- 
tion. There is little question, how- 
ever, but that the fundamental 
positions of the majority of well 
managed companies have been 
greatly strengthened by plow- 
backs over and above the charge- 
offs of plant and equipment which 
was no longer paying its own way. 

Some companies, such as Cer- 
tain-teed and Interchemical, have 
been not only improving their 
efficiency as a result of intelligent 
reinvestment of a substantial por- 


tion of their income during the 
past seven years, but have also 
greatly improved their balance 
sheet positions. (The latter stock, 
which at 23-24 is selling on a 
yield basis of more than 8%, 
is being held down by some rather 
superficial but widely circulated 
analyses. These overlook the fact 
that sales of inks to the publishing 
business now account for less than 
20% of a rapidly growing and 
diversified volume. In a sense it 
is typical, however, of the real 
values available today among 
issues which have not been 
supported by Pension Fund buy- 
ing.) 

There are a number of inter- 
mediate technical approaches 
which also suggest that the lows 
for the market as a whole for this 
year were probably seen in mid- 
June. The decline from the Jan- 
uary highs merely retraced the 
pre-election “buying stampede” 
just as the shake-out in 1946 re- 
traced the premature market cel- 
ebration immediately following 
V-J Day. It may also be interest- 
ing to note that the market has 
been showing a definite tendency 
to reverse any trend in the first 
half of the year by sometime be- 
tween early May and mid-July. 
In six of the past seven years, the 
lows for the year were seen dur- 
ing this period; in the seventh in- 
stance—1948—the year’s highs 
were recorded in mid-June. 


Market Not Representative 


In summary, I think that any 
appraisals of the current position 
and outlook for the majority of 
stocks should take into account 
the fact that the market averages 
are no longer representative of 
anything more than a handful of 
issues. If we look behind the av- 
erages, we find that “the market” 
has experienced a sizable correc- 
tion with many stocks selling at 
levels which discount a more sub- 
stantial readjustment in the gen- 
eral business picture than seems 
likely to develop over the six to 
twelve months immediately 
ahead. Selectivity continues to be 
important, but since there are so 
many stocks selling at levels 
where the intermediate risks are 
now measurably smaller than 
they were a year or two ago, the 
building up or maintenance of 
rather fully invested positions in 
equities would seem to be war- 
ranted during the period imme- 
diately ahead. 


Among the groups which ap- 
pear to be particularly deflated 
at the present time are the build- 
ing material producers, which are 
generally selling on a par with 
the prices prevailing in December, 
1941, in relation to asset values 
and potential earning power; and 
the retail trade stocks, which now 
appear to be about as unpopular 
as they were overpopular in the 
Spring of 1946. The personal in- 
come tax reductions which will 
take effect in January may be of 
particular help to the retail trade 
industry, inasmuch as the margi- 
nal income available for spending 
in department stores will increase 


automatically with the reduction 
in personal income tax rates. 


Model, Roland to Admit 
Robert Rosenberg 


Robert Rosenberg will become a 
partner in Model, Roland 
120 Broadway, New Yc: City, 


members of the New York Sto 
Exchange, on Sept. 1. Mr [io 
berg is a partner in Aw 
Pollak & Richardson. 


J. B. Scott Opens Of‘ice 

MONTGOMERY, Ala.—.'°! ; 
Scott has opened offices 
Woodley Road to engage 
securities business. He wa 
merly with George M. Wo« 
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NET ASSETS of Affiliated Fund, 
Inc. increased to $245,839,989 as 
of July 31, 1953, the end of the 
third quarter of the company’s 
fiscal year, as compared with 
$223,470,374 last Oct. 31, 1952, the 
close of the previous fiscal year, 
H. 1. Prankard, 2nd, President, 
stated in the 77th quarterly report 
to shareholders. 

On July 31 last, the net asset 
value per share was $4.87, com- 
pared with $4.70 on Oct. 31; last 
year. The company had 119,407 
shareholders on July 31, 1953, 
against 110,486 last October. 

Mr. Prankard pointed out that 
in the third quarter of the cur- 
rent fiscal year, no issues were 
eliminated from the company’s 
holdings, while stocks of the fel- 
lowing four companies were 
added: Lone Star Gas Company, 
convertible preferred; Mississippi 
River Fuel Corporation, commen; 
Oklahoma Natural Gas Company, 
common; and Southern Natural 
Gas Company, common. 

The five largest stocks groups 
owned by the company on July 
31, 1953 were: electric light and 
power, 21%; natural gas, 11%; 
banking, 9%; store, 8%; and to- 
bacco, 8%. 


FINANCIAL INDUSTRIAL Fund, 
Inc. shareowners will receive 
both a fiscal year-end distribu- 
tion from securities profits of ap- 
proximately $423,500 and a quar- 
terly dividend of approximately 
$151,250 on Sept. 15, 1953, Charles 
E. Bacon, Eastern Coastal States 
Regional Manager, New York, 
announced. 





Inflationary Gust Blows 
Dollar’s Hat Off 


A gust from the big wind of 
economics—inflation—blew the 
hat off the consumer’s dollar 
again last month as the New 
York Consumer Price Index 
advanced to a 1953 peak of 
112.1 (1947-49— 100). 

This is on the basis, of course, 
of the new price index, which 
had squeezed out of it all of 
World War II’s inflation. On 
the old basis of 1935-39—100, 
the index would stand at 185.5. 

Food prices declined slightly, 
while advances were reported 
in residential rents and trans- 
portation, the latter in part due 
to a 5-cent increase in the price 
of a ride on Mayor Impelli- 
terri’s Underground Taxi Co., 
sometimes called the New York 
Subway System. 

As far as the trade winds of 
inflation are concerned, the 
economy doesn’t_seem to be in 
the doldrums yet. 





Mutual Funds 


By ROBERT R. RICH 











Mr. Bacon said that a dividend 
has been paid to shareowners 
every three months since Finan- 
cial Industrial Fund was estab- 
lished in 1935. The 71st consecu- 
tive quarterly dividend of $0.025 
per share will be paid for the 
three-month period ending Aug. 
31, 1953. The fiscal year-end dis- 
tribution from securities profits 
will amount to $0.07 per share. 
During the first nine months of 
1953, shareowners have received 
additional quarterly dividends of 
$0.09 per share. 

Financial Industrial Fund net 
assets reached an all-time high of 
$15,225,523 on Aug. 12, 1953, a 
growth of $3,286,275 in a year, 
Bacon disclosed. The Fund holds 
investments in 72 of America’s 
leading companies. 

In the last five years Financial 
Industrial Fund has _ increased 
300% or $11,416,758. During this 
same five-year period sharehold- 
ers have received a total of $1,- 
956,508 in dividends, or $0.5526 
per share, and $736,270 in year- 
end securities profits, represent- 
ing $0.2101 per share. The Home 
Offices of Financial Industrial 
Fund, a diversified, and managed 
mutual investment fund, are lo- 
cated at Denver, Colo. Fund own- 
ers reside in 41 states and several 
foreign countries. 


BOSTON FUND, for the three 
months ended July 31, 1953, re- 
ports gains in total net assets to 
$90,358,974. Shareholders in- 
creased to 24,218 and shares out- 
standing to 4,068,531 new high 
records for the fund. The net 
asset value per share as of July 
31 was $22.21, not including a 
45 cent capital gain distribution 
paid earlier this year. 

A year ago the fund had 21,362 
shareholders, 3,659,813 shares out- 
standing and total net assets of 
$85,591,462. 


Major portfolio changes for the 
three months ended July 31 were 
as follows: 


BOUGHT 


Common Stock: Shares 
American Optical Company 14,000 
Buckeye Pipe Line Company 10,000 
Rierck & Co., Inc 10.125 
Texas Utilities Company 12,000 

SALES 
U. S. Treasury Bills. 2.25%, due 

7-23-53 $1,500,000 

Common Stocks Shares 
Mountain States Power Company 17,000 


PERSONAL PROGRESS 
APPOINTMENT OF John Flint 
Sheldon as _ publications man- 
ager was announced by Dis- 
tributors Group, Incorporated, na- 
tional distributor of Group Secu- 
rities, Inc., a mutual fund. 

Mr. Sheldon, formerly with 
Broad Street Sales Corporation 
and the Home Life Insurance 
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Fundamental Investors, Inc. 
Diversified Common Stock Fund 
Diversitied Growth Stock Fund 
Diversified Investment Fund 
Manhattan Bond Fund, Inc. 


SES AVAILABLE ON THESE MUTUAL FUNDS 
FROM YOUR LOCAL INVESTMENT DEALER, OR 


HUGH W. LONG AND COMPANY 


Westminster at Parker, Elizabeth 3, New Jersey 


Incorporated 











Company, will be responsible for 
advertising and sales promotion 
activities, and for the preparation 
of literature published for the 
five mutual funds and 15 industry 


ot offered by Group Securi- 
ies. 


A resident of Richmond Hill 
and native New Yorker, Mr. Shel- 
don serves as a Major in the Air 
Force Reserve and is a graduate 
of Williams College. 


CLOSED-END NEWS 
THE REPORT of The Equity Cor- 
poration for the six months ended 
June 30, 1953, shows net assets as 
at that date equivalent to $176.93 


per share of $2 convertible pre- 
ferred stock (preference in liq- 
uidation $50 per share), and $3.51 
per share of the common stock 
after providing for the payment 
of the common stock dividend of 
15ec per share which is payable 
Aug. 28, 1953. Comparable fig- 
ures for March 31, 1953, were 
$183.42 per $2 convertible pre- 
ferred share, and $3.66 per share 
of common stock. 


Tellier Offers Stock 
Of Plateau Uranium 


Tellier & Co., One Exchange 
Place, Jersey City, N. J., are of- 
fering “as a speculation” an issue 
of 1,999,999 shares of common 
steck (par one cent) of Plateau 
Uranium Mining Corp. at 15 cents 
per share. 

The corporation, incorporated in 
Delaware on June 2, 1953, is duly 
authorized to do business in Colo- 
rado, Utah and Arizona. It ac- 
quired the entire assets and lia- 
bilities of Plateau Mines, Inc. 


The company is actively en- 
gaged in the exploration, devel- 
opment and production of 
uranium and vanadium mining 
properties. 


The purpose of the present of- 
fering is to secure financing nec- 
essary for further exploration, 
development and to continue with 
present production as well as sup- 
plemental ore recovery if and 
when ore reserves are established. 


The company holds under lease 
or owns a total of 308 unpatented 





B rown, Madeira Cover the World 
From Number One Wall 


A little more than a year ago 
two retired officers, eacn in his 
early fifties and each with 30 
years or more active service in 
the armed forces, organized their 
own investment firm to carry on 
what is perhaps the most unusual 
securities business in the country. 
They sell mutual funds all over 
the world. Members of the firm 
never see or talk with most of 
their clients. Yet hardly a day 
goes by that the firm, from its 
offices on the 40th floor of Num- 
ber One Wall Street, doesn’t add 
a new client in some corner of 
the globe. 

Brown, Madeira & Company is 
the name of this unusual organi- 
zation, jointly headed by Bri- 
gadier General Julian P. Brown, 
USMC (Ret.) and Rear Admiral 
Dashiell L. Madeira, USN (Ret.). 
General Brown saw active service 
in both World Wars, served for 
three years on the staff of Fleet 
Admiral Haisey, and closed out 
his military career as a naval 
member on the Military Staff 
Committee of the United Nations. 

Admiral Madeira was Fleet 
Gunnery Officer to Admiral Ern- 
est J. King in 1941, following 
which he commanded several de- 
stroyer squadrons in the African 
and Sicilian invasions of World 
War II, and a cruiser in the Pa- 
cific in 1945. 

Active, vigorous, and in their 
prime at the close of their mili- 
tary careers, both faced the prob- 
lem of choosing a new career. 

General Brown was the first to 
retire in 1949. He selected the 
investment business because as 
he put it... “I looked back on 
my own life and realized the dif- 
ficulties of accumulating a ‘nest 
egg’.” 

awo years later, Admiral Ma- 
deria retired and made a similar 
decision. Both men became asso- 
ciated with the same New York 
investment firm. They weren’t in 
their new careers long before 
they realized that investing is a 
highly-specialized business _re- 
quiring long experience. “Since I 
personally owned shares of sev- 
eral mutual investment funds at 
the time,” General Brown recalls, 
“I knew that these organizations 
were doing an outstanding job for 
hundreds of thousands of inves- 
tors located literally the world 
over. The more I studied them, 
the more I wanted to tackle the 
job of selling the mutual fund 
idea.” 

This kind of thinking eventu- 
ally led the two men to join 
forces in March, 1952, and form 


their own firm to specialize in 
the sale of mutual fund shares. 

This step placed them in a bet- 
ter position to fulfill another 
strong and quite understandable 
ambition. As investment men they 
wanted especially to help men 
and women in the armed forces, 
and particularly those located in 
foreign lands, frequently at great 
distances from any investment of- 
fice. It is their conviction that 
the investment plans for periodic 
purchase of mutual fund shares 
are well-adapted to the needs and 
cifcumstances of many in the far- 
off places. 

The firm gets much of its busi- 
ness through sales radiation. The 
partners explain it this way: “Our 
job is to build a reputation as a 
place where servicemen can 
come. When we do, one tells an- 
other. We're acting in a very 
real sense not as men who know 
all the answers about how to in- 
vest in stocks and bonds, but as 
intermediaries in seeing that the 
money entrusted to our care is 
placed in the hands of those who 
do know how—the managers of 
those mutual investment funds in 
which we have confidence. Our 
job is to know these managers 
personally—to understand their 
objectives and their policies—to 
follow closely what they do and 
what their results are—to do these 


things, you might say, as full- 
time _ representatives of our 
clients.” 


Today, the two former military 
men are successfully selling mu- 
tual funds on a global scale. Most 
any month their mail is likely 
to include letters and checks from 
members of the armed forces in 
Indo China, Germany, Norway, 
Korea, Hawaii, Saudi Arabia, or 
most any country outside the Iron 
Curtain. They estimate that about 
75% of their business is with 
men and women in the services 
and the bulk of this is by mail. 
Moreover, a substantial portion of 
sales are made under periodic 
purchase plans. 

A measure of how well the 
General and Admiral are doing 
in the job they have set for them- 
selves is the firm’s growth. Thus 
far, Brown, Madeira & Company 
have added registered represen- 
tatives in five cities—Washing- 
ton, D. C.: Norfolk, Va.: Newport, 
R. IL.:; Fayetteville N. C.; and 
Burlington, Vt. And most of their 
representatives are retired mili- 
tary personnel. In fact, the part- 
ners prefer retired officers as 


the firm’s representatives. 
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mining claims located in the, 
Colorado Plateau area in the 
States of Colorado and Utah. 


With Bache & Co. 
PALM BEACH, Fla.—Edward 
Hurley White, Jr. is now with 
Bache & Co., 271 South County 
Road. 
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Continued from page 3 


Looking Ahead at 
The Business Pattern 


period and to avoid a sharp peak 
and sudden drop-off. 

Thus far, the calculated risk in- 
volved in such a defense pattern 
has worked out well for the econ- 
omy. 

The defense effort is now run- 
ning at an annual rate of $50 bil- 
lion, give or take a few billions. 
Unless there is a deterioration in 
the international situation this 
rate is likely to prove the peak. 
The current rate is assured at 
least until mid-1954. Latest word 
from Washington is that the De- 
fense Department is now concen- 
trating its efforts on reducing its 
“non-productive” purchases. 

Over the next two years secu- 
rity expenditures will gradually 
decline to an annual rate of $35 
billion, or perhaps at bit lower. 

That would appear to be just 
about as low as we can safely go 
—with world conditions what they 
are and the Russians playing with 
loaded dice. 


Defense Boosts Demand But Not 
Supply 

Even if you say it quickly, $35 
billion annually will remain a 
very effective cushion under the 
economy. 

What this means in economic 
terms is that a very substantial 
amount of purchasing power will 
be created annually without an 
offsetting increase in the avail- 
able supply of goods and services. 

This is important. 

It may be argued that a similar 
amount of purchasing power set 
free as a result of tax cuts would 
be economically sounder. This 
argument assumes that purchasing 
power set free by tax cuts will be 
immediately and fully translated 
into consumer buying or addi- 
tional business spending for piant 
or equipment purchases. I find it 
difficult to accept this assumption 
all the way. 

I believe that a parallel increase 
in purchasing power on the one 
hand, and goods and services on 
the other, would rapidly aggra- 
vate the problem of over-produc- 
tion that is confronting the econ- 
omy now that we have succeeded 
in pulling off another production 
“miracle’—the accomplishment of 
a “guns-and-butter” economy, at 
least at the current cold-war—or 
as Nostradamus called it some 400 
years ago—at the “half-war” level. 

The accomplishment of such a 
guns-and-butter economy in three 
years is staggering to the imag- 
ination—and I am not using the 
term in the sarcastic sense that 
our Government now does not 
only have all the guns it needs 
for the moment, but also a lot of 
butter—as a result of its ill-de- 
signed farm price support policies. 

Our productive capacity is now 
so huge that, without the pur- 
chasing power creation resulting 
from the defense effort, signs of 
over-production would by now be 
all around us. 

Even as matters stand, it took 
a record expansion in consumer 
credit — ever since the termina- 
tion of Regulation W—to prevent 
an inventory accumulation even 
worse than the one we are con- 
fronted with now. 


Yet this year again will set a 
new record for plant expansion 
as the total will possibly hit $30 
billion—an utterly fantastic ac- 
complishment. 


Ul 
The Role of Prices 


There is no better indicator of 
approaching overproduction than 
the movement of commodity 
prices. 

Overproduction is glaring—and 
has been for some time—in the 
field of agricultural commodities. 


Were it not for the repeated re- 
fusal of Congress to adjust the 
present unsound farm price sup- 
port policies to something more 
realistic, two things probably 
would have happened by now: 
Farm prices would have dropped 
even further, but farm production 
would have been reduced to more 
manageable levels. Instead, $3 bil- 
lion worth of farm surpluses al- 
ready have been bought by the 
Government and the end is not 
yet in sight. 

The recent farm vote in favor 
of wheat marketing quotas for 
the 1954 crop year has been her- 
alded by many as a sign of re- 
turning sanity because the coun- 
try’s farmers, for the first time 
since 1941, accepted the principle 
that high price supports must be 
tied to restrictions on production 
and marketing. 

Unfortunately, the wheat quota 
vote is now much more than a 
gesture because the “sacrifice”’ 
made by the wheat growers for 
the continuation of the 90% parity 
support level next year is not go- 
ing to hurt anybody seriously as 
the cut in acreage will largely be 
made up by higher yields on the 
authorized acreage allotments. 

The decline in farm prices is 
hardly at an end because the price 
support program is bound to lose 
its effectiveness gradually. The 
reason for this is that the Gov- 
ernment must sell some of its 
farm surpluses. 


Continued Price Pressure Likely 


While price declines during the 
past two years have been largely 
in farm prices and in those inter- 
national raw materials whose 
prices had been run up specula- 
tively after the outbreak of sthe 
Korean War, weakness is now 
cropping up in other sectors of 
the price structure as well. 

Take used cars, for instance. 
Take them—because nobody seems 
to want them. 

Automobiles and housing bear 
very close watching during the 
forthcoming months. The recent 
big General Motors fire may of 
course have the result of taking 
some of the pressure off the in- 
creasing automobile supply. 

Perhaps the most important 
single development in this field is 
the return of freight absorption 
in the steel industry. Not on all 
steel products as yet, to be sure. 
But the handwriting is on the 
wall. Steel will soon be in a com- 
petitive market. 

Once again it becomes advisable 
to watch the steel scrap market 
for a tip-off on the course of steel 
production. 

Nearly everywhere you look to- 
day, it’s a question of too much 
of this, too much of that. Too 
much lead; too much zinc; too 
much copper; too much cotton. 

The only “commodity”—if you 
want to call it a commodity— 
still scarce is labor. 

Employment this summer ex- 
ceeded 63 million by a substantial 
margin. And they laughed when 
a former Vice-President of the 
United States talked about jobs 
for 60 millions. 


Climax of Over-Stimulation 


This, then, is where we stand 
at the moment: With the defense 
effort at its peak and. business 
spending for plant expansion and 
modernization running at a record 
pace, jobs are at a new high. So 
is disposable income, and so is 
consumer income. 

But we did not get there 
through growth by trial and error. 

We got there as the result of a 
chain of events that added up to 
a period of fully 20 years of un- 
interrupted overstimulation, 
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During this period, first the 
public debt and, after the war, 
private indebtedness jumped by 
leaps and bounds. Everywhere we 
have borrowed from the future. 
Not only in the field of consumer 
buying, through the use of con- 
sumer credit that by mid-1953 
exceeded $27 billion, but in the 
field of plant expansion as well. 


Cracks in the Boom 


It was inevitable that as the 
result of such a protracted period 
of overstimulation some cracks 
would sooner or later develop in 
the foundation of the boom. 

Even before Malenkov started 
ruling from one corner of Stalin’s 
throne, there was reason to be- 
lieve that the stimulation from 
a constantly rising defense pro- 
gram, the plant expansion boom 
and the construction boom was 
due to diminish soon and that the 
level of consumer spending then 
would not long stay immune to 
such a change. 

Impressive as the current boom 
is, thoughtful observers have long 
been aware of the fact that under 
the surface a number of vulner- 
abilities have been developing. 

There are five potential trouble 
spots in the economy at present. 
They are: 


(1) The threat of 
over-expansion; 

(2) The threat of excessive in- 
ventories; 

(3) The threat of declining farm 
prices and farm income; 

(4) The threat of too rapid a 
rise in private indebtedness, par- 
ticularly in consumer credit, and 

(5) The threat of at least a 
temporary saturation in housing 
and durable consumer goods. 


Vulnerabilities Under the Surface 

The fact that thus far none of 
these vulnerabilities has been 
brought into the open should not 
lull us into a false sense of se- 
curity. 

The Russian peace offensive 
could have touched off a decline 
—but didn’t. 

The change in economic policies 
outlined, right after the Ejisen- 
hower Administration took over, 
by Secretary of the Treasury 
Humphrey and Secretary of Agri- 
culture Benson could have “trig- 
gered” some of the existing vul- 
nerabilities — but didn’t. They 
might have done it if the initial 
Republican moves in the field of 
credit and agricultural policy had 
not been reversed so quickly. 


The trouble with the evaluation 
of the existing vulnerabilities ‘is 
that there are no yardsticks on 
which the degree of vulnerability 
can be measured. 
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Two Devices for Sugar-Coating 


There is a good deal of sugar- 
coating now being done for the 
purpose of glossing over the ex- 
isting vulnerabilities. 

The two statistical methods or 
devices most frequently used to 
calm down our nerves are “ratios” 
and “intentions”: such as 


(1) the “ratio” of one set of fig- 
ures to another, and 


(2) the “intentions” of business- 
men or consumers to do this or 
that within a specified period. 

My advice is to be extra leery 
if one or the other of these 
methods is pulled on you in order 
to explain what is going on in a 
company, an industry or the econ- 
omy as a whole. 


Of course, it is true that the 
ratio of inventories to sales, or 
the ratio of consumer credit to 


disposable income, today are 
favorable. 
But the trouble with these 


ratios is that they usually look 
the best just before they turn 
sour. 


Unfortunately, the sound ratios 


of today all too often turn into 
the headaches of tomorrow. 


Hew te Measure Inventories 


When it comes to the evaluation 
of inventory loans, you need a 
better yardstick than the ratio of 
inventories to ‘sales. 

The most promising inventory 
criterion I have encountered thus 
far is a formula developed by 
Herbert L. Brown, Director of 
Purchases of Pacific Airmotive 
Corp. in Burbank, Calif. It was 
presented at this year’s annual 
convention of the National Asso- 
ciation of Purchasing Agents. 

Mr. Brown suggests that inven- 
tory policies be determined by 
the relationship of inventory turn- 
over to a careful analysis of future 
sales volume. 


Warning that there is such a 
thing as cutting down inventories 
too much, Mr. Brown holds that 
as a general rule an inveniory 
turnover of four to six times a 
year in the manufacturing and 
servicing types of industries will 
be acceptable. 


“Intentions” Can Be Changed 


The same kind of suspicion is 
advisable if economic conclusions 
are based exclusively on business 
or consumer “intentions” to build 
a new plant, buy a new car or a 
refrigerator this year or next. 


This does not mean that such 
economic data as the annual plant 
expansion survey of McGraw Hill 
(conducted by our mutual friend 
Dexter Keezer) or the annual con- 
sumer buying surveys canducted 
by the Federal Reserve Board in 
conjunction with the University 
of Michigan, are without merit. 


Quite the contrary. If properly 
used, they are extremely helpful. 


But in using them, it should be 
remembered that the privilege of 
changing one’s mind is not re- 
stricted to the fair sex. 


Also, we don’t know as yet how 
effective the McGraw Hill annual 
plant expansion survey will prove 
in hitting the mark if and when 
the uptrend is about to be re- 
versed. The survey has admittedly 
a “big company” bias and it is a 
foregone conclusion that smaller 
companies will have to cut back 
their expansion plans more quick- 
ly than the industrial giants who 
can embark on five- or ten-year 
expansion programs and stick to 
them fairly closely even during 
periods of a moderate business 
setback. 


Consumer Spree “On Credit” 


When it comes to housing and 
purchases of consumer durables, 
it is important to. remember that 
consumers actually are so well 
supplied with durables today that 
they could easily postpone such 
purchases for a while. This is 
true particularly because the rate 
of family formation has been cut 
down to almost half of what it 
was a few years ago and will re- 
main relatively low for several 
years. to come. 

The 1953 consumer buying spree 
was, of course, generated to a 
large extent by the rapid increase 
in consumer credit. 

It should be noted that, just last 
week, the Comptroller of the Cur- 
rency, Ray H. Gidney, found it 
necessary to warn that some na- 
tional banks have liberalized per- 
sonal loan policies “beyond the 
point of. prudence.” 

There is a different side to this 
picture, however. Consumer cred- 
it is now reaching a level where 
monthly repayments and new 
eredits are pretty much in bal- 
ance. Soon repayments may top 
new loans—and whiten that hap- 
pens, you have the beginning of 
a new deflationary element in 
the picture. 

It is true enough that liquid 
savings are very high and rising 
spectacularly. However, only 
about half of the existing fami- 
lies are saving. Some of them, no 
doubt, are saving with the idea to 
wait for good buying opportuni- 
ties—when prices are lower. This 


type of buying helped a lot to end 
the 1949 inventory recession. 

But that was an extremely mild 
recession. It seems to be taking a 
lot for granted to rely on the 
same type of rescue operation 
again — if and when we enter 
another inventory “adjustment 
period.” 


“Uncomfortable” Is the Word 
For It 


The picture at the moment, 
then, is one of a boom still run- 
ning under a full head of steam 
—but of a boom that is the result 
of 20 years of over-stimulation— 
and of a boom that, as a result of 
this over-stimulation, has de- 
veloped five distinctive vulner- 
abilities under its surface. 

Plant expansion has proceeded 
uncomfortably fast. 

Private indebtedness has risen 
uncomfortably fast. 

Inventories look uncomfortably 
higher; particularly as signs are 
increasing that finished goods are 
backing up in the hands of manu- 
facturers. 

Tne decline in farm prices and 
farm income is uncomfortably 
persistent—and is likely to con- 
tinue. 

The drop in family formations 
throws an uncomfortable shadow 
over the prospect of construction 
and sales of most consumer dur- 
ables. 

In one word, all this adds up to 
a pretty uncomfortable picture. 

From the standpoint of pure 
economics, the warning signals are 
up—definitely so. 
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Signposts of Trouble 

But—and this is indeed a big 
BUT—we are not living in an era 
of “pure economics.” 

It would be shortsighted indeed 
to ignore these warning signals— 
but it would easily prove just as 
shortsighted to get panicked by 
chem. 

We may as well get this 
straight: if the right combination 
of unfavorable numbers in these 
five vulnerable fields comes up— 
we'll be in trouble. And it would 
not just be a case of minor trou- 
ble, such as in 1948-1949. 

But, unfortunately, there is no 
way of telling in advance what 
this combination is. 

There is no single signpost, nor 
a group of signposts combined, 
that promises to give us a reliable 
tip-off on an approaching down- 
turn in business. 


The Burns Formula 

The -President’s .chief_ economic 
adviser, Dr. Arthur F. Burns, re- 
portedly has his eye peeled for 
seven economic indicators which, 
taken together, would foretell 
trouble. In his opinion, the com- 
bination that probably would 
mean trouble is as follows: If the 
volume of stock trading and stock 
prices moves down; the liabilities 
of business failures go up; new 
security offers and construction 
contracts drop; the turnover of 
bank deposits slackens and the 
bank clearings in New York City 
—though not at first in the rest 
of the country—become smaller. 

By watching these indicators, 
as a group, Dr. Burns hopes to 
recognize trouble before it ac- 
tually strikes. 


Quite frankly, the present pic- 
ture as mirrored in the Burns 
formula—if one might call it by 
such a fancy name — looks barely 
fair at the moment, but not yet 
outright gloomy. 

“After Labor Day” Blues? 

As for myself, I am currently 
carefully watching for the “after 
Labor Day” snap-back in business 
activity... Time and again, trouble 
has first shown up after Labor 
Day in the failure of business to 
snap back satisfactorily from the 
seasonal summer slump. This re- 
covery actually should get under 
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way in August, but thus far the 
evidence has been inconclusive. 
But even if the strong upward 


push that was in evidence 
through the second quarter is 
not resumed promptly — and I 


don’t believe that it will be — a 
serious business decline does not 
seem imminent at this time. 

I do believe that one of these 
days the present boom will come 
to an end—and not without con- 
siderable transition pains. 

But this point probably will be 
preceded by a lengthy period of 
gradual decline—and probably by 
another upward dash—although I 
must admit that this is still a 
rather tentative conclusion on my 
part. 


Nothing Explosive Seen Imminent 


There are several reasons for 
my belief that nothing explosive 
is imminent at this time. Here 
are some of them: 


(1) The “momentum” which has 
carried the economy along—con- 
sisting of a combination of de- 
fense program, plant expansion 
boom and construction boom—is 
not likely to run out of gas sud- 
denly. 

(2) The defense part of the 
boom will continue to create sub- 
stantial purchasing power with- 
out adding to the supply of goods 
and services — thus postponing 
further the day when civilian 
overproduction will really engulf 
us. 

(3) We probably have been un- 
derestimating not only the in- 
crease in the country’s produc- 
tive power, but also the rate of 
its growth and the tremendous 
power behind this growth. We 
are now a nation of 160 million 
and still growing fast. We have 
now the highest standard of liv- 
ing ever—and it is still rising. 


That Certain Something 


I have a feeling that this is the 
one factor whose real potentiali- 
ties most of us do not yet appre- 
ciate fully. 

Whenever I find myself cornered 
these days I usually admit — and 
not even facetiously — that there 
must be “something” in the eco- 
nomic picture we are overlooking. 
Otherwise there could not be so 
much strength and verve in the 
boom while so many weaknesses 
are cropping up. 

This growth potential, more 
likely than not, is the area in 
which we are underestimating 
the country’s strength. 


(4) Finally. there is the factor 
of government policy that must 
be considered in this picture, as 
it is unthinkable that any ’Admin- 
istration will stand idly by when 
the economy threatens to slip 
into a deflationary spiral. Too 
much is at stake — and not only 
politically. 
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The Role of Government 


This fourth point raises a num- 
ber of rather intriguing questions. 

As long as the Truman-Snyder- 
Keyserling team was in office, it 
was a simple matter to foretell the 
economic moves of the Adminis- 
tration because thev were bound 
to follow the New Deal-Fair Deal 
doctrine. 


This was the doctrine of con- 
stant stimulation in order to main- 
tain an uninterrupted growth in 
production and employment—de- 
spite the decided inflationary bias 
inherent in such a policy. Both the 
wage-price spiral, via a continued 
profit squeeze, and deficit financ- 
ing for the purpose of continued 
increases in the monetary supply 
were the stand-by weapons of this 
policy. 

Moreover. this policy was based 
on the theory that it is easier to 
stop a downward movement be- 
fore it gets started than after it 
is well on the way. 


The Eisenhower Commitment 

The Eisenhower Administration 
also is committed by the President 
to a policy of active and deter- 
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mined intervention, but only in 
case a serious recession threatens. 

Thus far there has been no im- 
plementation of this policy. The 
President has appointed an inter- 
departmental committee under the 
chairmanship of Dr. Burns that is 
charged with the task of preparing 
a detailed anti-recession program. 
This committee is supposed to 
submit its report by October. 

A breathing spell in the boom 
probably would be just about the 
best thing that could happen to 
the economy and there is reason 
to believe that this is the official 
view in Washington. 

It is, of course, nonsense to build 
this concept up into a charge that 
the Administration is wanting or 
planning a recession. With import- 
ant Congressional elections com- 
ing up next year, such a plan 
would be political suicide. 


Leery of too Much Recession 


That the Administration is leery 
of too much recession is demon- 
strated by the agility with which 
it moved to correct, if not reverse, 
its initial policy of tightening 
credit and putting agriculture on 
a supply-and-demand basis. 

Actually, of course, the Admin- 
istration never had anything as 
drastic as a real hard-money poli- 
cy or a free market for agriculture 
in mind. But the important thing 
—a few months ago—was that a 
lot of people thought it had. That 
led to a psychological reaction 
which, if it had not been corrected 
quickly, could easily have touched 
off a business decline. 

If the Eisenhower-Humphrey- 
Burns team has already arrived at 
any conclusion as to where the 
trigger point. for new economic 
government intervention lies, the 
members of the team have not told 
anybody about it as yet. 

However, you can discount most 
of the brave Administration talk 
that there is “no chance” for any 
recession, even without Korea. 


Once Again a Calculated Risk 


The Administration is proceed- 
ing on the basis of the calculated 
risk that .t can stop any decline 
that may develop before it threat- 
ens to get out of hand. 

That the Administration be- 
lieves in this premise is best il- 
lustrated by the fact that it still 
—in all sincerity—puts the bal- 
ance of the budget and a gradual 
reduction in taxes at the head of 
its economic aims. 

Behind this lies the suspicion 
that as long as we have full em- 
ployment conditions, inflation is 
not really dead, but merely dor- 
mant. 


But here again it must be point- 
ed out that the conclusions of full 
employment can prevail only as 
long as a considerable part of the 
labor force is employed in defense 
work—where it receives consid- 
erable purchasing power but does 
not contribute to the increase in 
civilian goods supplies. 

If economic intervention be- 
comes necessary, the Administra- 
tion must change signals on its 
budget and tax policies rather 
quickly. 

If tax relief is to have promo- 
tional or stimulating value, it has 
to exceed the cut in government 
spending. This, of course, would 
mean the return to deliberate 
defict financing — in contrast to 
the involuntary kind in which the 
Eisenhower Administration cur- 
rently is caught through no fault 
of its own. 


Danger of “Too Little, Too Late” 


If a serious recession gets under 
way, I doubt that, even if the 
Administration throws the switch 
quickly, government intervention 
can stop the trend at will. The 
key to successful intervention lies 
in acting early enough. If timed 
properly there is no reason to 
doubt the effectiveness of inter- 
vention. 


There are some observers who 


feel that we never will have 
another cyctical depression. But I 





still believe that it is not a mere 
case of “cyclophobia” to keep on 
insisting that the business cycle 
has not been conquered. In view 
of the great variety of forces op- 
erating within the economic sys- 
tem and the many potential 
sources Of maladjustment which 
exist, the only thing we can hope 
for is to lessen the amplitude of 
business fluctuations. That is a 
good deal less than a complete 
elimination of the business cycle. 
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The Case for Free Enterprise 


If we want the free enterprise 
brand of prosperity, rather than 
a system of creeping Socialism 
under one name or another, we 
must be prepared to pay the price 
for it in the form of business 
fluctuations. 

It has been sufficiently demon- 
strated that the Eisenhower Ad- 
minstration is determined to turn 
back to private business as much 
of the economy as possible. The 
termination of RFC and the re- 
cent announcement of a Republi- 
can electric power development 
policy are cases in point. 

This policy means a tremend- 
ous responsibility for private in- 
dustry, particularly big business. 
You can imagine how the politi- 
cal opposition will pounce upon 
these moves if something goes 
wrong with them. 

The Eisenhower approach adds 
up to a deliberate turn-away from 
the New Deal and Fair Deal days. 
It stems from a deep conviction 
on the part of President Eisen- 
hower and his associates that, in 
the long run, this country will 
prosper more under our tradi- 
tional free enterprise system than 
under any form of planned econ- 
omy, regardless of the shade of 
red advocated by the Fair Deal 
planners or their pals who have 
not yet tasted power. 

However, there is a rather cur- 
ious contradiction between such 
dedication to the free enterprise 
system and the frequently-heard 
statements that there need not be 
any recession if only business 
spreads it capital investments 
over longer periods and keeps this 
type of expenditures up whenever 
the business cycle shows signs of 
tiredness. 


Dollars-and-Cents Logic 


Under the free enterprise sys- 
tem, things just don’t work out 
that way and, except in periods 
of emergency, patriotism cannot 
be expected to replace dollars- 
and-cents logic in private busi- 
ness planning. 

To expect this is just as hope- 
less as asking labour unions to 
practice moderation, not only in 
periods of national emergency. It 
is Utopian to expect labor leaders 
to relent in their pressure for 
higher wages if they think the 
traffic will bear it. 

Actually, the admonition that 
management can help to avoid 
recessions by expanding in slack, 
as well as in flush, times reflects 
the “planning bug” just as clearly 
as does the argument that con- 
sumer spending can, and should, 
be increased by increasing the 
share of the national income pie 
designed to go to labor. 

There is nothing callous or evil 
about these observations. 


Without the cumulative effect 
of the actions of the Government 
planners since the end of the war, 
the Federal Reserve Board pro- 
duction index today would per- 
haps stand at only 200 instead of 
235. And who can say that that 
might not have been better? 


Voluntary Actions Not Enough 
This is a rather round-about 
way of saying that in case of a 
business downturn, we _ cannot 
rely on voluntary actions on the 
part of labor and management to 


turn the trend around again— 

before economic conditions are 

ripe for such a reversal. 
Unfortunately, nobody can be 


sure in advance where that point 


will be, because psychological re- 
actions have a lot to do with such 
economic judgments. 

Hence, it is obvious that unless 
an Administration wants to take 
a chance on letting events’ take 
their natural course, Government 
action will be necessary to either 
cushion a decline or reverse it. 


Intervention Must Be Flexible 


The type of Government action 
will, of course, largely depend on 
the type of decline the Adminis- 
stration will be confronted with. 

Here again, however, it must be 
stressed that it is next to impos- 
sible to determine in advance the 
nature and seriousness of any 
decline. 

No two recessions are ever alike 
—simply because no two booms 
preceding them are alike. 

As Dr. Burns says, “Each down- 
turn is uniquely shaped by the 
boom that precedes it.” 

Two patterns stand out as pos- 
sibilities: 

(1) The mild inventory reces- 
sion of 1948-1949 that shaved 
about 10 per cent off the rate of 
industrial production in a year 
and was quickly forgotten; or 

(2) The more serious recession 
of 1937-1938 which, because of 
existing maladjustments between 
production and consumption, re- 
sulted in serious unemployment 
and tumbled industrial produc- 
tion down 30 per cent in about a 
year. Once things were squared 
away again, it took only five 
months to recover half of the 
drop. 
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The Pattern for 1953-54 


Looking at the two years 1953 
and 1954 together, chances are 
that the high point in industrial 
production was established last 
March when the adjusted Fed- 
eral Reserve Board index hit 243. 

The second quarter average of 
241 was surprisingly high. This, 
however, was due mostly to tran- 
sitory factors, such as the warm 
winter of 1952-53; the fact that 
durables then still were in the 
process of closing the gap createa 
by last year’s protracted steel 
strike; that, in connection here- 
with, consumer credit spurted 
vigorously; and that there also 
was a sharp spurt in Government 
expenditures. 


Three Key Industries 


I expect the auto industry, the 
steel industry and construction to 
determine the pattern for the bal- 
ance of 1953 and the early part of 
1954. 


Outside of moderate seasonal 
influences, notably in the non- 
durables, I don’t see anything too 
offset the downdrag generated by 
automobiles, steel and construc- 
tion. 


By the end of 1953 the Fed- 
eral Reserve Board index should 
be somewhere between 230 and 
235. But don’t sue me if it turns 
out a few points higher. 


Assumptions for 1954 


As far as 1954 is concerned, 
any prediction must make some 
assumptions. 


Assuming that there is no de- 
terioration in the international 
situation which necessitates a 
sharp step-up in the defense pro- 
gram and assuming that the Ad- 
ministration does not get impa- 
tient and start to build a fire 
under the economy to reverse a 
slow but persistent downtrend, 
1954 should end at a lower level 
of industrial production than it 
starts—but not drastically lower. 

If left pretty much to itself, 
the end of 1954 may find indus- 
trial production somewhere in the 
neighborhood of 205 to 215—and 
that still would be a pretty good 
neighborhood. 

Such a pattern might involve 
unemployment of some 5,000,000 
late next year and this probably 
will be regarded as the signal for 
the government to step in and 
try to halt the decline. 
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If intervention comes before 
the Federal Reserve Board in- 
dex “breaks” 200, it should not 
be too difficult to stop and re- 
verse the decline if the Adminis- 
tration sets its mind to it. 

This is the pattern that, to me, 
looks the most reasonable to ex- 
pect in view of the delicate bal- 
ance between strong and weak 
points in the economy. 

I am fully aware, however, of 
the possibility that you can take 
the same figures today and make 
out just as logical a case for the 
expectation of a sharp down- 
turn or for a quick resumption of 
a more pronounced boom. 

When I expressed this thought 
the other day in my Business Out- 
look column, a reader wrote in 
and said that this statement re- 
minded him of the horse trader 
who was trying to sell off an old 
hay-belly horse. The customer 
wanted to know if the mare was 
with foal. So the horse trader, in- 
stead of answering directly, 
quickly asked back, “which way 
do you want her?” 


Keep That Ear to the Ground 


All this brings us down to the 
conclusion that the only realistic 
way of coping with the prese 
situation and the outlook is 1t 
keep your ear to the ground and 
to be alert. 

This is what I like to call my 
“better-safe-than-sorry” theory. It 
may not be much. But it is the 
best I — or for that matter any- 
body else — can offer you at this 
time. 


Blyth Group Offers 
So. Galif. Ed. Bonds 


An investment banking syndi- 
cate managed by Blyth & Co., Inc., 
offered yesterday (Aug. 26) $30,- 
000,000 of first and refunding 
mortgage bonds, series E, due 
1978, of Southern California. Edi- 
son Co. The issue was awarded to 
the underwriters at competitive 
bidding on Aug. 25 on a bid of 
99.4399 for a 35g % coupon. Priced 
at 100 and accrued interest, to 
yield 3.625% to maturity, the 
bonds are callable at prices start- 
ing at 103% and scaling downward 
annually. 

Part of the proceeds of the issue 
will be used to retire bank loans 
of an estimated $21,000,000, ob- 
tained in connection with the 
company’s construction program. 
Balance of proceeds will be used 
to continue the program for which 
gross additions for the two years 
1953-54 are expected to amount 
to $144,134,000. Additional capital 
requirements will be met from 
present treasury funds, internal 
sources, part of today’s issue, and 
new financing of undetermined 
nature and amounts. 

The company generates and 
sells electric energy in central and 
southern California in an area of 
rapidly growing population, in- 
cluding many of the cities sur- 
rounding Los Angeles and truck 
farming and fruit growing areas 
in the San Joaquin Valley. 

Net operating revenue for the 
year ended June 30, 1953, was 
$134,140,791, and net income was 
$23,174,067. 


H. D. Wells Joins 


Professional Service 
(Special to THe Financia, CHRONICLE) 
LOS ANGELES, Calif.—H. 
Daniel Wells and Maurice Smith 
have become associated with Pro- 
fessional Service Plan, 650 South 
Grand Avenue. Mr. Wells was 
formerly Beverly Hills manager 
for Walston & Co. 


Granbery, Marache Branch 


Special to Tue Financia CHRONICLE) 


SARASOTA, Fla. — Granbery, 
Marache & Co., members of Me 
New York Stock Exchange, have 
opened a branch office at 1307 
Main Street. Associated with the 
new office are George J. Moriarty 
and Patrick J. Moriarty. 
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Continued from page 9 


Aims of Newly Constituted SEC 


by hearings held before and the 
report of a subcommittee of the 
House Committee last year. 


No Intention to Relax on 
Frauds and Abuses 


I just want to mention two 
ether things before closing. The 
conditions in the securities busi- 
mess and in the public utility busi- 
mess that led to the great reforms 
instituted by these laws are con- 
ditions which the Commission 
would hate to see return. I don’t 
want you to think by anything 
I have said that we plan to relax 
or diminish the effort to eliminate 
the frauds and abuses which rep- 
resent a minor part of the secu- 
rities industry and the utility in- 
dustry, but which so blackened 
the name and reputation of these 
industries in the 20’s and 30's. 
Wow I say this because what I 
am about to say gives me great 
<oncern. The budget of the SEC 
goes about 93% toward salaries. 
I can’t think of anybody more 
sympathetic than I am to the ob- 

ves of the new Administra- 

in getting the budget under 
control. In this connection the 
appropriation of the SEC was cut 
from $5,245,000 in fiscal 1953 to 
$5,000,000 in fiscal 1954. One of 
the first tasks I had as a member 
of the SEC was to participate in 
the release to other callings of 
about 35 members of the Com- 
anission’s staff, and we are under 
instruction from the Bureau of the 
Budget, with which we are mak- 
ing every effort to comply, to trim 
expenses in the next few months 
below appropriation levels to heip 
get through this “debt limit” pe- 
riod and also to submit a budget 
wequest even further trimmed, if 
possible, for fiscal 1955. I am not 
here to plead for the SEC budget, 
because I think a great deal can 
be done in terms of efficiency, 
reorganization and streamlining of 
these regulatory and administra- 
tive tasks. I am hopeful that with 
the staff as reduced this year we 
«an accomplish as much, if not 
more, than in previous years. But 
I do call your attention to the 
danger that may exist if the fraud 
and the unlawful practices which 
a few individuals, always on the 
fringe of the industry, engage in 
which are now to some extent 
stopped or diminished by the work 
of the SEC, the danger that would 
exist to the industry if those prac- 
tices and conditions should, be- 
<ause of the failure of the SEC 
brought on by inadequate staff, 
rise up to haunt you in the indus- 
try and haunt us in the new Ad- 
ministration. The reputable and 
The legitimate investment banker, 
broker and dealer and the rep- 
wtable, honest and able segments 
of the utility industry should not, 
I believe, be made to suffer again 
‘what they suffered in the 30’s by 
xeason of a failure on our part 
to carrv out the purposes of the 
Jaws which the SEC administers 
am the public interest and for the 
protection of investors and con- 
sumers. 


I want to conclude by saying 
a word or two about the Com- 
mmission itself. As you may be 
aware, the SEC is made up of 
five members, no more than three 


#f whom are permitted by law to 
we of the same political party. 
The Chairman is designated by 
the President from among the 
five. This meant that because of 
two vacancies and the expiration 
@f one member’s term, it fell to 
President Eisenhower to appoint, 
with Senate confirmation, three 
mew Commissioners. One of the 
things that has been particularly 
@ratifying to me is the fine quali- 
ications and high caliber of the 
other four Commissioners and the 
harmonious and energetic way 





each is addressing himself to the 
problems that lie ahead. This au- 
gers well, I think, for the success 
of the first Republican Adminis- 


The Commercial and Financial Chronicle ...Thursday, August 27, 1953 


tration of the Securities and Ex- 
change Commission since the 
Commission was established. I can 
assure you that much as I miss 
Chicago and all my friends here, 
it is a real privilege to serve in 
Washington under such circum- 
stances with the new Administra- 
tion. Thank you, Senator Dirksen, 
and gentlemen, very much. 


Railroad Securities 





Lower Transportation Ratios Reflect Rail Efficiency 
The market up to the time of this writing has continued its 
dismal and discouraging action. July railroad earnings reports 
began to appear last week and, as had been expected, disclosed 
continuation of the sharp improvement over a year ago. These 
favorable comparisons, as well as some further favorable dividend 
news, are being pretty well ignored. Under the circumstances, 
there is little the analyst can do but continue to stress the vast 
improvement that there has been in recent years in the operating 
efficiency of the railrcads and the fact that this favorable trend 
is continuing. Eventually such fundamentals, which largely de- 
termine the railroads’ earnings power, presumably must be re- 
flected in market action. As a measure of the improvement that 
has been taking place, the transportation ratio of all Class I car- 
riers declined from a high of 42.1% in the first postwar year, 
1946, to 36.9% last year. During the first half of 1953 there was a 
further year-to-year cut of nearly two points. 
While the industry performance is interesting, and impressive, 
investors and speculators are naturally most concerned with the 
performances of individual roads. In the following tabulation we 
have listed the transportation ratios of 45 roads for the first six 
months of the current year, compared with a year ago, as a meas- 
ure of the extent to which operations are continuing to improve. 
It will be noted that with the exception of Atlantic Coast Line 
and the two Pocahontas roads, Norfolk & Western and Virginian, 


all of the roads listed pared their transportation ratios during 
the period. 


Eight of the roads represented were able to hold their trans- 
portation ratios for the six months below 30%. Of these, most 
were Western roads. The South was represented by Gulf, Mobile 
& Ohio and the coal carriers were represented by Virginian and 
Western Maryland. Compared with a year ago, the best relative 
performances were those of Central of Georgia and Denver & Rio 
Grande Western, both off more than four points. Denver & Rio 
Grande Western, incidentally, dipped below 30% for the half year. 
Others paring their transportation ratios by three points or more 
during the interval were Southern Railway, Western Pacific (also 
went below 30%), New York Central, Chicago, Rock Island & 
Pacific and Great Northern. It will be noted in connection with 
this list that while New York Central recorded a sizable drop in 
its ratio the ratio itself, 42.2%, was still inordinately high and well 
above the Class I average of 36.1% for the first six months of 1953. 


Railroad Transportation Ratios, Six Months Through June 30 


1953 1952 Ban na 
Atchison, Topeka & Santa Fe______ 29.8% 32.0% 2.2 
Atlantic Coast Line___.___________ 35.5 32.8 *2.7 
Baltimore & Ohio__......_.________-_ 37.7 39.8 2.1 
ES 41.8 43.0 1.2 
Central of Georgia__._..__.__________ 37.5 41.8 4.3 
Central of New Jersey.____________ 41.3 43.4 2.1 
Chesapeake & Ohio___________-~ wee 8 31.9 0.7 
Chicago, Burlington & Quincy____- 35.7 36.8 1.1 
Chicago & Eastern Illinois________-_ 35.8 37.0 1.2 
Chicago Great Western____________ 31.9 32.9 1.0 
Chicago, Milwaukee, St. Paul & Pac. 40.1 42.6 2.5 
Chicago & North Western_________ 45.8 48.4 2.6 
Chicago, Rock Island & Pacific_____ 33.8 36.9 3.1 
Delaware & Hudson__..___-_______ 35.4 37.9 2.5 
Delaware, Lackawanna & Western_. 42.2 43.3 1.1 
Denver & Rio Grande Western_____ 29.1 33.3 4.2 
OD <n cishiishctelaisdiis Wh Bb ad dito wie 39.2 40.8 1.6 
0 AS ER a Fe 33.9 36.9 3.0 
Gulf, Mobile & Ohio ______________ 28.5 28.8 0.3 
a eee 35.2 36.8 1.6 
Kansas City Southern.___._.______ 28.4 28.6 0.2 
EE VERNON cieckstiniauisctsatus 38.4 38.6 0.2 
Louisville & Nashville____._______- 33.0 35.6 2.6 
Minneapolis, St. Paul & S.S. Marie 41.5 42.0 0.5 
Missouri-Kansas-Texas _...._____- 33.7 35.5 1.8 
SE is 36.2 37.2 1.0 
New Orleans, Texas & Mexico_____ 30.9 31.9 1.0 
ge Re reas 42.2 45.5 3.3 
New York, Chicago & St. Louis.._.. 34.2 35.4 1.2 
New York, New Haven & Hartford 41.9 42.2 0.3 
Peeraei. & -WestGtR... cccnccuatisenne 31.1 30.0 *1.1 
as ae 38.9 40.1 1.2 
IED, -cnvtse: sxmennttpeadseg teaidisais daideds 41.4 44.2 2.8 
A EIT FG en! 36.9 39.3 2.4 
St. Louis-San Francisco__...___.__-_ 34.7 36.4 1.7 
St. Louis Southwestern____________ 26.1 27.7 1.6 
EE Se 30.9 31.9 1.0 
Sowtmern Paelfir .................. 36.1 36.5 0.4 
Southern Railway _.........._____ 30.3 33.7 3.4 
Se -G  on et nn ce 30.6 31.6 1.0 
oe 35.6 36.6 1.0 
Virginian ________ (eS ae. 24.6 23.0 *1.6 
eR Pe, | tetk Teaias 40.9 41.2 0.3 
Western Maryland ________________ 29.1 31.9 2.8 
Western -Bneitte’ 3.542. sts die.. 27.9 31.3 34 


*Increase. 





Our Reporter on Governments - 


By JOHN T. CHIPPENDALE, JR. 


Although the September refunding is of prime importance to 
the Government market, there appears to be a growing realization 
that competition for the investment doliar is going to be as keen 
as ever. The fall is bringing to the money markets sizable amounts. 
of State, municipal and corporate obligations, and these flotations, 
along with the private deals, will no doubt have an effect upon the 
market action of Treasury securities, especially those in the longer 
term classification. Therefore, it is not at all surprising that some 
buyers of Government securities are inclined to be not too robust 
in their operations at the present time. 


The short-term market is still the most important one, and it. 
is the opinion of many money market followers that it will con- 
tinue to be that way for sometime to come. Switches mainly for 
tax purposes have been an important factor as far as volume and 
activity are concerned in a market that continues to be rather 
thin and limited. 

Market Operations Limited 


The Government market, although on the thin side, and not 
too active at times, manages to do a fairly good business through 
the medium of switches, the filling in of maturities and the aver— 
aging down in price of purchases made at higher quotations. This 
is the time of the year when a great many of the operators in 
Treasury obligations are away on vacation and this, along with 
the September refunding, means that there has not been any great 
rush to make moves in Government securities other than those 
that are pretty much required business. 


Nonetheless, it is reported that not a few important switch 
operations have been consummated mainly with commercial banks. 
These institutions, it is indicated, are in a position to take tax 
losses on certain Government issues, because of the level of earn— 
ings which have been helped materially by the higher interest 
rates. There appears to be no particular pattern to these trades 
because in some instances there is a lengthening of maturities 
while in others there is a shortening of maturities. In other cases, 
there is no material change in positions, because practically the 
same maturity is obtained through the switch of securities. 


Active Price Averaging 

Institutional investors as well as the “old friends,” the public 
funds, have been making commitments in not too sizable amounts 
in certain of the longer term 24% bonds which were purchased 
at higher levels. The averaging down in price, according to ad- 
vices, is rather important at times as far as volume and activity 
are concerned, considering the thinnest of the market. State and 
municipal funds have been the more important ones in this 
operation. 

Filling in of maturities continues to be important, according 
to some advices, with the intermediate term issues the ones in 
which most of these commitments are being made. It seems as 
though there are quite a few institutions, including some banks, 
that are attracted to the discount obligations because of the yield 
after taxes. 

2%s of 1959-62 In Spotlight 

The 24s of 1959/62 appear to be among the best liked issues 
in the list with many institutions continuing to use this obligation 
as the reinvestment medium for tax switches. It is being pointed 
out that the price at which these bonds are selling affords an 
opportunity for appreciation while the yield both to maturity and 
after taxes is still favorable. 


Active Market in 3%s 

The 3%s due 6/15/78-83, are being well bought, according to 
reports, which means these bonds are still moving into strong 
hands. Pension funds, it is indicated, have been active in this 
bond, with the private as well as the State and municipal ones 
among the buyers. On the cther hand, there have been some 
sellers of the 3's with the money obtained from these sales going 
largely into tax-free issues. 

According to advices, there have been some important trades 
in the partially exempt bonds, with the 2%% due 1960/65 being 
the main one in a rather large switch operation. It is believed that 
this movement out of the longest tax sheltered Government issue 
was made so that the sellers could reinvest the money in totally 
tax-free bonds. ' 


Heavy Non-Government Borrowing Looms 

Demand for funds, it is believed, will continue to be sizable 
and, accordingly, there seems to be no great change yet in opinions 
that non-Government obligations will continue to compete with 
those of the Treasury for the money that will be around for invest- 
ment. The municipal offerings are going to be large and there are 
no indications that corporate flotations will slow down to any 
great extent. Because of these conditions, it is not expected that 
the longer Government obligations will do too much on the upside 
while this financing is going on. 

The tightness in the money markets has not yet had too much 
of an effect upon the demand for Treasury issues, although there 
have been instances in which commitments have been curtailed 
because of this condition. It is believed, however, that open market 
operations will tend to keep the money markets pretty much on 
an even keel. 














Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 


Indicated steel operations (percent of capacity) ...-.--~-- Aug. 30 
Equivalent to— 
Steel ingots end castings (met toms)_....-..-.__---_-_.__ Aug. 30 


AMERICAN PETROLEUM INSTITUTE: 
Crude oil and condensate output—daily average (bbls. of 


SS nn” Same oe Aug. 15 
Crude runs to. stills—daily average (bbis.)....._._.__.-____-- Aug. 15 
ef 8 OE a Saree Aug. 15 
arene Geran Gee ass os oa oe ee ee Aug. 15 
Distillate fuel oil output (bbis.).._.-...-----___---.__-_. Aug. 15 
Residual fuel oil output (bbis.) _._.__-___------_---__-__-- Aug. 15 
Stocks at refineries, bulk terminals, in transit, in pipe lines— 

Pinished and unfinished gasoline (bbls.) at...._...._--- Aug. 15 

gE EE Ee Ee ee ee eee Aug. 15 

EEN ES ES ee Aug. 15 

ag et a alls SIS a ay SEE Aug. 15 

4SSOCIATION OF AMERICAN RAILROADS: 

Revenue freight loaded (number of cars) ---...-.._------ Aug. 15 

Revenue freight received from connections (no. of cars) _.Aug. 15 

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING 

NEWS-RECORD: 

i caine nn se nannies Aug. 20 
ER ee ee ae ee ee ee eee. Aug. 20 
I Rg ae Re SS SP SPE Aug. 20 

ny SI Si Sentient ated inlnies oeoatalengheptienieemiingseratal Aug. 20 
SN a TS nee a PC aes eee ae Aug. 20 
COAL OUTPUT (U. 8S. BUREAU OF MINES): 

Bituminous coal and lignite (tons).....-.....-.---..--- Aug. 15 

Pennsylvania anthracite (tons) .........----.._---_---_--- Aug. 15 

= ee eee ee ee Aug. 10 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE 

SYSTEM—1947-49 AVERAGE =— 100 ----~~.----~~.----- Aug. 15 

EDISON ELECTRIC INSTITUTE: 
Biectric output (in 000 kwh.) ..........-~---~..-.....--.~ Aug. 22 
FAILURES (‘COMMERCIAL AND INDUSTRIAL) —DUN & 
NS asia tiie eidarjanenpancitingetomenersengeponapeneee ati Aug. 20 
{RON AGE COMPOSITE PRICES: 

ES Se ae Aug. 18 

. 2. Bf |) ) SESE eres See tee! Aug. 18 

EEE ee Aug. 18 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 

I I i ed added mo nsceddmhbas Aug. 19 

I i i end enn oil Aug. 19 
ee CO OE een nn eewacwoseeseos oe. Ae 
a SF, SR PE er es Aug. 19 
Ci Ge ED, QB k did citi cnticiontiaiocal> anil deities a Tht Aug. 19 
ga EG” o— ee rr ee Aug. 19 

MOODY’S BOND PRICES DAILY AVERAGES: 

EN RE SE ER a he PEST Aug. 25 

Averege cerperate....... ..........-..- <P: el OE eh fl: 8 Aug. 25 

I». dati Ren aenatent melts inmachacmttntitip bn cdithcirindtte tne bij invicta Aug. 25 

a a el Aug. 25 

Abbas tbbb bia dasth dbtasdabsdetcantacsécbbcancoupheie Aug. 25 

| EN ee, eee eee eae es neem > SEE ST Aug. 25 

ee a ee en pape ene eee Aug. 25 

i cirergenieeenedibneinionmio’n Aug. 25 

OE Ma, chk bore oi atin tatieconeonccswhes Aug. 25 

MOODY'S BOND YIELD DAILY AVERAGES: 

TE SAE ae et ee ee) Tek On Aug. 25 

De DD a cimaccceneecesssteubconadunipanbégad Aug. 25 

BD aabitdadibbancsdtinacnsmnaiphernitigeadsenncotitbenuaiings Aug. 25 

GD seb not asstbandlitiscodtodéndadésccbooswnccsestcctned Aug. 25 

= diiseeasnquenacsinenindn pis tibteodaplshimsnaiiiescnin athe wirtnainethditetiin inl Aug. 25 

nobibadtibbbindimdbndttmnncapt mnt ebnncnenbncnmbod Aug. 25 

Rallrowd SE. cethhwhnicitinaahadbbaandn ciwintntttetaal Aug. 25 

oo a Se eee Aug. 25 

ED SUN tin Rpm eihiinhnwivetibodmb boa wamnaniindad Aug. 25 

MOODY'S COMMODITY INDEX._--.._.~----....-~-.---... Aug. 25 
NATIONAL PAPERBOARD ASSOCIATION: 

PGRES SUSIE. (OBNE) cdicesedbdowscscsdestadsusboecunss Aug. 15 

PRROOOD FORO! 6 tehitnd nt Sib cindblinnaed ic acibkin soa ~~ 4ug. 15 

| MS re a ee 4ug. 15 

Unfilled orders (tons) at end of period Redeiniadatnagibndd adi ivates Aug. 15 

OIL, PAINT AND DRUG REPORTER PRICE INDEX— 

ee ee ee es Aug. 21 

STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 

LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 

EXCHANGE — SECURITIES EXCHANGE COMMISSION: 
OQdd-lot sales by dealers (customers’ ah cae ge OT 

UE G0. GREED. daddatcdeatdoncadbbwdecsbbcdotsotiat 4ug. 8 

Re 40 GRONGR ccc eensonmetweccenstpadcnotpogical Aug. 8 

ER ER PRED TD A ST at eS 4ug. 8 
Odd-lot purchases by dealers (customers’ sales )— 

Number of orders—Customers’ total] sales._._._..._.--.. Aug. 8 
Ey ED, Wo edie ai naSeEPEEE eens Aug. 8 
Customers’ other sales.._...---..-----~- abidhedineiha dian Aug. 8 

Number of shares—Total sales......-.-.__--._-.__--+-.- Aug. 8 
DE GED GENO cs ocestceneceteasensoneuasibtiad Aug. 8 
ON ee ee Aug. 8 

Pe? GOO. 466 th tabinocéuddbatandndilsdosccnaaeamad Aug. 8 

Round-lot sales by dealers— 
ge BE EEE Aug. 8 

GCG E0000 . th dekincdawbadbucdbcciidbotbicceactesndbed Aug. 8 
SEE ae ee ee Aug. 8 

Round-lot purchases by dealers— 

il EF AB. Fae ia LE LOPE EN 2 RE Aug. 8 

TOTAL ROUND-LOT STOCK SALES ON THE NEW YORK 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 

FOR ACCOUNT OF MEMBERS (SHARES): 

Total Round-lot sales— 

"FE a Aug. 1 

ge Aug. 1 

ee rae. ee ee Aug. 1 
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 

Transactions of specialists in stocks in which atten 
DEE SEED fc ridwcdusddadnoantidon dentate wwe § 

BHGEEED hdicbiintibtdieb ane ddtentiénn dbbantiévittats Aug. 1 
CG: COUR ccc neddstenqoavcrnewoudcroaccgoodnqanad Aug. 1 

to. ee ee ae Aug. 1 

Other transactions initiated on the floor— 

Wee AED » noddcaninobnenwevesdccons ——aihee. 3 
FE ee le 
Otter Gis .........-. 2-5-5. --------------- Joa, 2 

Totai sales __..-~.-- Bin dtmossinwete hg: “1 

Other transactions initiated off “the floor— 

De SED n2ndb>adnegeeutiqn=pedacd Ae 
a ee wai aia 2 
eT ee ee ---Aug. 1 

WEEE GORGE, cco ncasyiecimemmagasees ioe fieg, 2 

Total round-lot transactions for account of me mbers- _ 

2 OB eee ve" a Aug. 1 
Geass. SER8S ones ete ses ocenwene as citi dnemanendtinenil Aug. 1 
Pe SS on spebendbandnadameoct ..-Aug 1 

CO EE a Aug. 1 

WHOLESALE PRICES. NEW SERIES — U. 8S. DEPT. OF 

LABOR — (1947-49 = 100): 

Commodity Group— 

nh nin mmonbemmmnanaanseeée erat De 

Pars pUeGuEtl....ccnsedceesoinssi- = _._... Aug. 18 

I EEE —— “ pits, ee, 16 

(I ————E—— EE bson ee ae 
All commodities ‘other than farm and foods __--.. Aug. 18 

*Revised figure fIncludes 665.000 barrels of foreign crude runs 
of Jan. 1, 1953 as against the Jan. 1, 1962 basis of 108,587,670 tons 








Volume 178 Number 5250...The Commercial and Financial Chronicle 


Indications of Current 


Latest 
Week 
§94.9 


$2,138,000 


6,594,750 
17,092,000 
25,561,000 

2,157,000 
10,281,000 

8,635,000 


143,577,000 
32,735,000 
110,727,000 
50,233,000 


807,387 
659,291 


$259,040,000 
154,195,000 
104,845,000 
81,184,000 
23,661,000 


9,565,000 
558,000 
101,100 


95 
8,431,603 
122 


4.634c 
$56.76 
$43.17 


29.500c 
29.200c 
83.000c 
14.000c 
13.800c 
11.000c 


93.00 
103.80 
108.34 
105.86 
103.13 

98.09 
101.97 
103.13 
106.21 


00 


W to W Wo Wo LO 


BVrAdNeadw& 
WIhSAL 


3.56 
3.38 


421.4 


232,550 
260,535 

98 
583,898 


106.00 


22,596 
654,389 
$30,299,003 


19,074 

93 

18,981 
529,602 
3,039 
526,563 
$21,302,648 


149,190 
149,190 
272,230 


252,660 
5,850,830 
6,103,490 


€66,180 
105,430 
580,210 
685,640 


106,900 

14,000 
119,440 
133,440 


280,470 

43,050 
255,837 
298,887 


— 


,053,550 
162,480 
955,487 

1,117,967 


110.8 
97.7 
105.2 
95.7 
114.8 


SBased on new 
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The following statistical tabulations cover production and other figures for the 
latest week or month available. Dates shown in first column are either for the ~ 
week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous 
Week 
*95.9 


*2,162,000 


$311,332,000 
167,693,000 
143,639,000 
116,636,000 
27,003,000 


*9,365,000 
536,000 
90,700 


92 
8,513,782 
150 


4.634c 
$56.76 
$44.42 


29.450c 
29.150c 
78.750c 
14.000c 
13.800c 
11.000c 


93.10 
104.14 
108.88 
106.21 
103.30 

98.41 
102.30 
103.47 
106.56 


SResses 


G2 49 69 69 G9 9 ORD 


wanwun 
ae orga Ww 


- 

Sw 
S w& 
~- © 


346,228 
261,943 

98 
608,519 


106.05 


21,635 
626,405 
$28,221,869 


20,029 

127 

19,902 
547,472 
4,578 
542,894 
$21,535,810 


178,530 
178,530 
258,700 


189,020 
4,373,410 
4,562,430 


438,360 

61,260 
385,660 
446,920 


61,120 
15,600 
78,280 
93,880 


191, 

54, 
218, 
272, 


395 

300 
478 
778 


710,875 
131,160 
682,418 
813,578 


*110.5 
96.3 
*104.8 
93.1 
114.8 


annual capacity 


Month 
° 
92.6 
2,087,000 


6,550,600 
7,088,000 
24,488,000 
2,257,000 
10,739,000 
8,778,000 


143,820,000 
29,644,000 
94,912,000 
47,779,000 


791,414 
621,519 


$253,497,000 
140,584,000 
112,913,000 
80,540,000 
32,373,000 


9,150,000 
669,000 
94,300 


84 
8,460,427 
184 


4.634¢ 
$56.76 
$44.83 


29 .675c 
2°.775¢ 
80.750c 
13.500c 
13.300¢ 
11.000c 


93.38 
103.80 
108.52 
105.86 
102.63 

93.25 
101.97 
103.47 
105.86 


195,839 
214,656 

8) 
581,573 


106.21 


21,541 
597,225 
$27,231,578 


17,594 

102 

17,492 
467,813 
3,398 
464,415 
$18,341,131 
126,710 
126,710 


247,510 


210,580 
.311,210 
,521,790 


>> 


490,280 

88,800 
410,630 
499,430 


101,190 
9,600 
81,030 
90,630 


196,615 

62,500 
296,824 
359,324 


788,085 
160,900 
788,484 
949,384 


111.0 
938 9 
106.3 
101.8 
114.5 


$1,366 ,068,000 


f 117,547,470 


Year 
° 
99.6 
2,069,000 


6,278,900 
7,177,000 
23,128,000 
2,657,000 
10,342,000 
8,720,000 


115,979,000 
29,721,000 
95,280,000 
51,959,000 


805,756 
660,208 


87,883,000 
1,278,185,000 
59,381,000 
1,218,804,000 


9,788,000 
722,000 
66,200 


95 
7,718,084 


154 


194,899 
219,857 

89 
431,711 


108.86 


24,848 
704,590 
$32,348,017 


21,7** 
77 

21,638 
704,590 
610,293 
2,537 
$25,315,843 


161,590 
161,590 
268,990 


198,560 
5,506,820 
5,705,380 


564,930 
102,360 
451,650 
554,010 


99,900 
7,200 
98,850 
106,050 


226,360 

44.60 
243,783 
288,443 


891 
154 
794, 
S48 


190 
220 
283 
503 


“On 


BANKERS’ DOLLAR ACCEPTANCES OUT- 
STANDING — FEDERAL RESERVE BANK 

OF NEW YORK—As of July 31: 
Imports 
Exports 


Domestic 
PP SO ice 


Based on goods stored and shipped between 
foreign countries 


CASH DIVIDENDS—PUBLICLY REPORTED BY 

U. S. CORPORATIONS — U, S. DEPT. OF 
COMMERCE — Month of sad (000's 
omitted) 


COMMERCIAL PAPER OUTSTANDING — FED- 
ERAL RESERVE BANK OF NEW YORK— 
As of July 3 (000's omitted) 


COTTON GINNING (DEPT. OF COMMERCE) 
As of Aug. 1_. 


CROP PRODUCTION — CROP REPORTING 
BOARD U. 8S. DEPT. OF AGRICULTURE— 
As of August 1 (in thousands) : 
Corn, all (bushels). 
Wheat, all (bushels) _ 
Winter (bushels) 
All spring (bushels) 

Durum (bushels) _.....__-___ 

Other spring (bushels) ___ 
Oats (bushels) : 
Barley (bushels) 
Rye (bushels) _ 
Plaxseed (bushels) - 
Rice (100-lb. bags)_ 
Sorghum grain (bushels) - 
Cotton (bales) - 
Hay, all (tons) ~_ i 
Hay, wild (tons)__-_- 
Hay, alfalfa (tons). 
Hay, clover and timothy 
Hay, lespedeza (tons) - 
Beans, dry edible (100- Ib. bags) - 
Peas, dry field (100-lb. bags) 
Soybeans for beans (bushels) 
Peanuts (pounds) —_- 
Potatoes (bushels) 
Sweetpotatoes (bushels) 
Tobacco (pounds) : 
Sugarcane for oe and seed 
Sugar beets (tons ae 
Broomcorn (tons) — 
Hops (pounds) _. 4 Pe 
Apples, commercial crop (bushels)___-_______- 
Peaches (bushels) 
Pears (bushels) 
Grapes (tons) : ; 
Cherrie§ (12 states) (tons) 
Apricots (3 states (tons) _ 
Pecans (pounds) 


(tons) 


(tons) 


MOODY'S WEIGHTED AVERAGE YIELD OF 

200 COMMON STOCKS—Month of July: 
Industrial (125) 
Railroad (25) - 


& si5 sai 


Utilities (not includ. Amer. Tel. 
Banks (15) , ‘ 
Insurance (10) 


Average (200) 


NEW CAPITAL ISSUES IN GREAT BRITAIN— 
MIDLAND BANK, LTD.—Month of July- 


REAL ESTATE FINANCING 
AREAS OF U. 8S.— HOME LOAN BANK 
BOARD—Month of June (000's omitted): 

Savings and loan associations 
Insurance companies 

Bank and trust companies 
Mutua! savings banks 
Individuals 

Miscellaneous lending institutions 


IN NONFARM 


Total 


SELECTED INCOME ITEMS OF U. 8. CLASS I 
RYS. (Interstate Commerce Commission )— 
Month of May: 

Net railway operating income 
Other income 
Total income 
Miscellaneous deductions from income 
Income available for fixed charges 
Income after fixed charges 
Other deductions 
Net income 
Depreciation (way & structure 
Federal income taxes 
Dividend appropriations 
On common stock 
On preferred stock 
Ratio of income to fixed 


& equipment) 


charges 


TREASURY MARKET TRANSACTIONS IN DI- 
RECT AND GUARANTEED SECURITIES 
OF U. 8S. A.—Month of July: 

Net sales 
Net purchases 


UNITED STATES GROSS DEBT DIRECT AND 
GUARANTEED—‘000's omitted) 
As of July 31 


General fund balance 
Net debt " 
Computed annual rate — 
U. S. GOVT. STATUTORY DEBT LIMITATION 
As of July 31 (0600's omitted) 
Total face amount that may be outstanding 
at any time 


Outstanding 


Total gross public debt 





se 
~~ ee 
oo rye to 


tons as 


Guaranteed obligations not owned by the 
Treasury 
Total gross public debt and guaranteed 
obligations 

Deduct—other outstanding public ¢cebt obli- 

gations not subject to debt limitation 
Grand total outstanding 
Balance face amcunt of obligations issuable 


under above authority 





Latest Previous Year 
Month Month Ago 
$212,686,000 $214,382,000 $199,764,000 
115,327,000 111,679,000 125,622,000 
10,696,000 11,291,000 7,724,000 
21,226,000 21,177,000 9,556,900 
39,990,000 35,000,000 73,351,000 
35,034,000 34,684,000 34,133,000 
$434,959,000 $428,213,000 $450,150,000 
$576,000 $1,250,000 $546,700 
$429,000 $408 ,000 $539,000 
ee | eee 176,356 
3,330,418 3,336,501 3,306,735 
1,202,829 1,174,708 1,291,447 
#78,331 821,372 1,052,801 
324,498 353,336 238,646 
19,851 28,701 21,363 
304,647 324,635 217,283 
1,231,197 1,318,820 1,268,280 
243,865 246,728 227,008 
17,452 17,422 15,510 
42,204 39,955 31,002 
50,102 48,439 48,660 
SC 63,316 
| a at 15,136 
105,284 105,274 104,424 
12,574 12,378 10,935 
43,135 42,937 42,438 
29,671 30,058 31,755 
5,804 5,981 5,147 
17,264 17,140 16,777 
3,343 3,430 2,610 
en, “.. eae 291,682 
., ). eae? ees 1,354,010 
382,835 376,773 347,504 
33,721 32,697 28,292 
2,085,845 2,125,427 2,254,355 
1,223 1,223 7,599 
11,211 10,925 10,169 
 Sahye = 
43,275 42,080 61,263 
100,416 102,320 92,489 
64,00% 63,559 62,560 
30,479 30,910 30,947 
2,774 2,755 3,173 
23¢ 225 218 
209 206 177 
i )—6|6—t—<“‘«‘ SC ro 147,946 
5.44 5.60 5.41 
6.30 6.26 5.61 
5.46 5.58 5.44 
4.70 4.75 4.52 
3.40 3.50 3.21 
5.46 5.58 5.39 
£19,104,000 £18,205,000 £7,948,000 
$681,920 $641,425 $563,630 
130,914 132,771 107,882 
325,012 317,314 304,791 
120,447 110,861 96,141 
248,152 ap be 228,999 
262,814 250,587 211,291 
$1,769,259 $1,695, 634 $1,512,734 


$95,393,045 
19,780,490 
115,173,535 
4,213,933 
110,959,602 
77,207,818 
2,787,462 
74,420,356 
41,813,744 
50,882,877 


33,621,076 
6,285,255 
3.29 


$7,921,500 


6378, ae 
8,740,766 


$263, 991,584 
2.438% 


$275,000,000 
272,669,407 


62,943 


272,732,350 
584,029 
$272,148,321 


2,251,678 


$101,50°,343 
16,382 ,026 
117,891,369 
4,060,908 
113,830,461 
80,091,058 
2,850,294 
77,240,764 
41,971,818 
56,165,245 


6,972,093 


2,119,976 
3.37 


$20,077,450 


$266, 123,134 
4,670,248 


$261,452,886 
2.438 % 


$275,000,000 
266,071,061 
52,072 





266,123,134 
601,398 


$265,521,736 


9,478,263 


$83,094,887 
14,929,933 
98,024,820 
3,888,471 
94,136,349 
60,934,050 
2,892,194 
58,041,856 
40,270,450 
42,473,643 


28,356,475 


8,361,350 
2.84 


$1,404,350 


263,072,711 
34,212 


$263, 106,924 
634,631 


$262, 472, 292 





12,527,707 
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Continued from page 11 


Under Gold Coinage, Is Gold 
Just Another Commodity? 


remarked, all be dead! And not 
of senility, either! 


Faulty General Price Index 


One thing that is requisite to 
a rational approach is a realiza- 
tion that an “index” of prices in 
@eneral, that is, a figure repre- 
senting percentage change over 
time, is mathematically fallacious. 
This argument was primed by 
Bassett Jones’ little book, “Horses 
and Apples,” in a dispute with 
Erving Fisher over “averaging 
relatives” some 20 years ago. This 
teing true the escalator contract 
offers no solution for labor dis- 
putes over wage level versus the 
“cost of living.” The “index” be- 
<omes obsolete because its “base 
period” soon loses significance in 
fhe changing scene of economic 
development. This does not have 
fo be argued; it is freely ad- 
mitted by its own practioners or 
statisticians who periodically 
change the “base” period to a 
Sater date. Even a single year is 
at times too long to keep up with 
the facts. 

How, then, can contracts be of 
any validity relative to inflation 
4f there can be no stability in the 
wery base from which the “price 
4ndex” is computed? Are price 
changes due to inflation merely 
welative, or is there not a truly 
amchanging element, such as gold 
és alleged to be, with reference 
to which the cost of living 
<hanges? What is there in living 
Ghat does not change which does 
change in price under inflation? 
What composes the real wage 
Sevel which it is sought to keep 
«n an even keel in terms of 
gnoney’ 

Certainly not gold! Nor can it 
he capital goods or durables, such 
as refrigerators, automobiles, 
@iectronic devices, or even cloth- 
ang; these become obsolete al- 
wnost “over night” at times and 
#0 cannot possibly reflect a change 
@n money “value” which is not 
confused with or by obsolescence 
én any attempt at indexing. 


A “Food Price” Index 

The absolute (not relative) 
@rice of food calories in staple 
<rops such as wheat, corn, and 
potatoes, does afford a very good 
sneasure of what is happening to 
the “value” of money. Every es- 
«<alator clause in business con- 
fracts (and they are becoming 
@ncreasingly common) should be 

on such a moving annual 
average of the principal markets 
4@n food crops without any refer- 
@mce (except in the individual 
«<ontract using this basis) to what 
the price level has been at any 
@articular time or place. 

With this established in the 
4susiness and academic mind we 
aan then tackle the question of 
<ontrolling the money supply 
with reference to this index, so 
ahat, if we may compare such a 
@evice with the household ther- 
anostat, the effect of a rise in the 
@rice level (temperature) will be 
de produce a fall in the money 
eupply (heat supply) and vice 
wersa, with no administrative 
dliiscretion (no hand operation) 
whatever involved. In engineering 
@marlance this is called a negative 
#eedback in a servo-mechanism. 
Whe current bank-credit system 
@enerates a positive feedback and 
#0, like the old kitchen range, 
requires constant operative at- 
fention which is certain, sooner 
@r later, to burn the economic 
cake or let it fall for lack of 
Sheat. 

-** Truly, in the presence of 
@nodern technology with servo- 
gnechanisms operating at every 
4urn in industrial production, and 
@ similar mechanism demon- 


strated in the neutral control of 
all vertebrate physiology, it is 
astonishing that this principle 
has encountered such a “cultural 
lag” in developing the social con- 
trols of an atomic age in which 
the rule of law and not of men 
is considered essential to a Jef- 
fersonian system of freedom in 
competitive enterprise with 
every man for himself yet op- 
erating for the benefit of the 
whole coalition of which he par- 
takes. The welfare of such a 
whole is certainly not just the 
sum of its parts. 

Escalator clauses are essential 
to sustaining real wages pending 
such a development in monetary 
control, for the truth is that bank 
credit is so perverse in its “elas- 
ticity” as a source of money sup- 


The Commercial and Financial Chronicle ...Thursday, August 27, 1953: 


ply that it can serve without 
interruptions only as long as 
there is a minimum of danger 
that deflation will develop and 
collapse capital values upon 
which bank “loans” are outstand- 
ing. The best that can be done to 
assure such a condition while 
retaining this system of “frac- 
tional reserves” is a continually 
inflationary money supply. Maxi- 
mum production in “plundering 
the planet” to try to keep prices 
down by the “competition” of 
over-supply must never be mis- 
taken for an economic optimum. 
Such a policy spells ultimate 
disaster comparable to that which 
overtook the “Deer People” of 
north central Canada who “raised 
their standard of living” with fire- 
arms, destroyed the caribou herds 
in the process, and then starved 
to death! Modern know-how is 
not an unmixed blessing when 
not under moral and legal re- 
straint against a foolish rapacity; 


it affords no excuse for neglecting 
essential conservation and popu~ 
lation control. 





Continued from page 5 


The State of Trade and Industry 


$100,000 or more. 
in any month in over 18 years. 


Failures in this class in July were the highest 


Of the five major categories of business, manufacturing had 


the only rise in failures in July. 


More businesses failed than a year ago in all areas. 


In the heavy construction industry, according to “Engineering 
News-Record,” contracts awarded so far this year total $10,100,- 
000,000, 7% below the like 1952 period. But last year’s total 
was boosted more than $2,000,000,000 by awards granted by the 
Atomic Energy Commission, particularly the $1,200,000,000 con- 
tract for the Portsmouth, Ohio, bomb plant. If A. E. C. awards 
are excluded, the volume in 1953 would be 14% ahead of last year, 


this trade journal stated. 


Activity in the building construction field was maintained 
at a record pace during the month of July. The volume of build- 
ing permits issued in 215 cities, including New York, during the 


month rose to $530,191,206, reports Dun & Bradstreet, Inc. 


This 


was an all-time high for the month of July, and the largest for any 
previous month in almost three years, or since August, 1950, with 
a permit turnover of $550,997,973. Last month’s valuation figure 
showed a gain of 16.4% over June with $455,523,853, and it was 
20.2% above the July 1952 sum of $441,160,921. 

The valuation of plans filed in New York City alone rose 
sharply in July to $69,097,923, from $43,264,650 in June, for an 
increase of 59.7%. Compared with $44,945,049 in the correspond- 
ing 1952 month, the rise was 53.7%. 


Steel Output Scheduled to Drop Below 
Level of Week Age 
Steel users are not placing orders as far ahead as they were 


but tha# doesn’t necessarily forecast a sharp cut in steel con- 
sumption, states “Steel,” the weekly magazine of metalworking, 


the current week. 


It could mean consumers just think steel will be more readily 
available in the fourth quarter of this year than it has been, but 
it adds, there’re inclined to think this way because: (1) The war 
emergency has faded away; (2) steel producing capacity has in- 
creased; (3) demand that accumulated for goods during World 
War II and the Korean war has been satisfied; (4) end of the 
Korean war inspired an increase in caution among businessmen 
and (5) the “pipelines” of steel distribution are filling up. 

Possibility of a stretch-out in shell work before the end of 
the year and cutbacks from the auto industry as a direct result 
of the General Motors fire at Livonia, Mich., are helping influence 


buyers to move a little more slowl 


large bars. 


on future commitments for 


Small sizes of hot-rolled and cold-finished carbon 


bars have been readily available for some time, this trade weekly 


observes. 


A few spot mill offerings of hot-rolled and cold-rolled carbon 
sheets are developing, but these are being snapped up quickly, it 


notes. 


Most producers of steel plates see enough work ahead to in- 
sure active operations the rest of this year. 


Similarly, continues this trade publication, most shops that 
fabricate structural shapes for the construction trade have com- 
fortable backlogs of orders, the exceptions being mainly among 


the smaller shops. 


Among these smaller shops the competition 


for business is keenest, although the large fabricators are figur- 


ing more closely than they did. 


While warehouses which supply the small consumers of 
steel do not have all of the inventories they would like, they do 
see some improvement and are increasingly choosy in what they 
will accept from the mills, “Steel” concludes. 

The American Iron and Steel Institute announced that the 
operating rate of steel companies having 93% of the steelmaking 
capacity for the entire industry will be at an average of 94.9% 
of capacity for the week beginning Aug. 24, 1953, equivalent to 
2,138,000 tons of ingots and steel for castings as against 95.9% 
(revised), or 2,162,000 tons a week ago. For the like week a month 
ago the rate was 92.6% and production 2,087,000 tons. A year ago 


the weekly production was placed at 2,069,000 tens and the oper- 
ating rate was 99.6% of capacity i 


Car Loading Rise 2.8% Above Previous Week 
Loading of revenue freight for the week ended Aug. 15, 1953, 


o RN 
7 * 


increased 22,038 cars, or 2.8% above the preceding week, accord- | 


ing to the Association of American Railroads. 

Loadings totaled 807,387 cars; an increase of 1,631 cars or 
0.2% above the corresponding 1952 week, but a decrease of 
22,011 cars or 2.7% under the corresponding. 1951 week. 


Electric Output Declines From All-Time of 


High Record of Preceding Week 


The amount of electric energy distributed by the electrie light 
and power industry for the week ended Saturday, Aug. 22, 1953, 
was estimated at 8,431,603,000 kwh., according to the Edison Elec- 
tric Institute. 

This represented a decrease of 82,179,000 kwh. below the 
previous week’s all-time high record of 8,513,782,000 kwh. 

The current total shows a gain of 713,519,000 kwh. or 9.2% 
over the comparable 1952 week and an increase of 1,355,069,000 
kwh. over the like week of 1951. 


U. S. Auto Output Advances in Latest Week 


Automotive output for the latest week slightly exceeded 
the preceding week’s volume, “Ward’s Automotive Reports” show. 

The industry turned out 129,262 cars last week, compared 
with 128,946 in the previous week. A year ago, because of the 
steel strike, the weekly production was only 83,065. 

United States truck production last week totaled 24,498 com- 
pared with 25,168 the previous week.. A year ago truck output 
was Only 18,532 units. 

Canadian companies made 6,145 cars last week, compared with 
2,152 in the previous week and 5,713 in the like 1952 week. Truck 
production amounted to 1,732 units last week, against 260 the 
week before and 2,291 in the year earlier period. . 


Business Failures Decline Further 


Commercial and industrial failures. dipped to 122 in the 
week ended Aug. 24 from 150 in the preceding week, Dun & 
Bradstreet, Inc., reports. This decline brought casualties down 
moderately from the 154 occurring in the comparable week a 
year ago and the 130 in the 1951 week. Less than one-half as. 
many concerns succumbed as in the similar week prewar 1939 
when 264 were recorded. 

Failures with liabilities of $5,000 or more decreased to 110 
from 132 in the prior week and 119 last year. Small casualties, 
those with liabilities under $5,000, dipped to 12 from 18 and com— 
pared with 35 a year ago. Concerns failing with liabilities in 
excess of $100,000, held at 10. 

All industry and trade groups except construction, which 
showed slight rise, had fewer failures during the week. Failures: 
in retail trade dropped sharply to 56 from 79, while mild declines: 
took place in manufacturing, wholesaling and commercial service. 
More businesses failed than last year in manufacturing and con— 
struction, but failures in wholesaling, retailing, and commercial 
service were noticeably below the 1952 level. 


Geographically, failures declined in four of the nine regions: 
the Middle Atlantic States down to 34 from 64, the East South 
Central down to 1 from 3, the West South Central down to 1 from 
6, and the Pacific States down to 30 from 38. 


Failures rose in four regions: the East North Central States: 
up to 24 from 11, with milder increases in the West North Central, 
South Atlantic region and Mountain States. New England failures: 
held at 8. More businesses failed than last year in the South 
Atlantic, East North Central and West North Central. Failures: 


were off sharply from 1952 in New England, Middle Atlantic and 
West South Central. 


Wholesale Food Price Index Reverses Downward Trend 


The wholesale food price index, compiled by Dun & Brad- 
street, Inc., turned upward last week following three successive 
declines from the year’s high point of $6.75 reached on July 21. 
At $6.67 on Aug. 18, the current figure is up 4 cents over last. 


week’s $6.63, and compares with $6.69 on the corresponding date 
a year ago. 


The index represents the sum total of the price per pound of 
31 foods in general use and its chief function is to show the gen— 
eral trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Advances Slightly 
Influenced By Stability In Leading Commodities 


A steadying movement in some of the leading commodity mar— 
kets last week resulted in a slight rise in the Dun & Bradstreet 
daily wholesale commodity price index. The index closed at 281.82 
on Aug. 18, as compared with 280.44 a week previous, and with 
293.76 on the corresponding date last year. 


Grain prices finished slightly higher after fluctuating nerv- 
ously during the week. 


Wheat prices sank to the lowest levels in six years last Thurs- 


day. The absence of export business and the expanding new crop 


Spring wheat movement in the Northwest were depressing in- 
fluences. 


Also contributing to the decline was the apprehension that 
growers would refuse to endorse the government plan for mar- 
keting quotas for next year’s wheat crop. Most of the losses were 
recovered following endorsement of the plan last Friday by the 
farmers. Corn developed strength particularly in the cash market. 
Country offerings of the yellow cereal have been very light as 
farmers are said to have placed much of the 1952 crop under loan. 
Trading in wheat futures on the Chicago Board of Trade in- 
creased sharply last week. Sales of all grain and soybean futures 
rose to a daily average of 70,000,000 bushels, against 44,100,000 the 
previous week, and 50,700,000 a year ago. 

The domestic flour market turned quiet following substantial 
bookings earlier in the week when wheat prices broke sharply. 
Activity was confined mostly to hard Winter wheat varieties with 


chain bakers covering for 90 days in most instances. Cocoa re- 


sumed its upward price movement as the spot supply position | 
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continued to tighten. All active future deliveries reached new 
highs for the season. 

- Warehouse stock of cocoa, totaling 175,419 bags, showed a drop 
of 9,406 for the week, and compared with 127,785 a year ago. Cof- 
fee prices advanced following last week’s dip as the result of the 
new Brazilian export regulations. Active replacement buying on 
the part of roasters largely accounted for the rise. Lard con- 
tinued strong, stimulated by further purchases to fill government 
orders. Trading in hogs was active with prices reaching best 
August levels since 1948, aided by higher wholesale pork prices. 
Lamb prices declined as receipts increased; steers were steady. 

Spot cotton prices continued to work lower in the wake of the 
unexpectedly large official crop forecast issued last week. 


The continued slow export movement and quiet textile mar- 
kets also tended to depress the market. 


Sales of the staple in the ten spot markets last week were 
reported at 82,600 bales, up from 63,800 the previous week, and 
comparing with 82,800 in the like week a year ago. In the first 
report of the new season, loan entries of 1953 crop cotton totaled 
10,300 bales through Aug. 7. Cotton consumption during the five- 
week July period was estimated at 735,000 bales, as compared 
with 698,000 in the same period a year ago. 


Trade Volume Rises In Most Sections Aided 
By Good Weather and Special Promotions 


Stimulated by mild temperatures and many attractive pro- 
motions, shoppers boosted their buying slightly in man} parts of 
the nation in the period ended on Wednesday of last week. How- 
ever, shopping. was dampened noticeably in the East and New 
England by heavy rains. 


The total dollar volume of retail trade continued slightly 
above the comparable level of a year ago. Eased credit terms 
helped to sustain shopping; consumer debt held close to the all- 
time peak touched in recent weeks. 


Retail dollar volume in the week was estimated by Dun & 
Bradstreet, Inc., to be from 1 to 5% higher than the level of a year 
before. Regional estimates varied from the corresponding 1952 
levels by the following percentages: New England and East —1 to 
+3; Midwest and South +1 to +5; Northwest +2 to +6; South- 
west 0 to +-4; Pacific Coast +3 to +7. 


The approaching end of the vacation season was discernible 
in the rising demand for Fall and back-to-school clothing. Most 
apparel stores continued to chalk up larger sales figures than in 
the similar 1952 week. Rising notably in demand last week were 
sportswear, children’s clothing and men’s dress shirts. 


Clearance sales of Summer wear continued to attract strong 
shopper response, particularly in the South and Southwest. 


The consumer demand for food edged upward slightly this 
week as lower temperatures spurred jaded appetites. The con- 
sumption of fresh fruits and vegetables expanded as some price 
cuts attracted shoppers. 

The interest in household goods rose last week as many spe- 
cial promotions continued. Shoppers continued to spend slightly 
more for such goods than in the similar week a year ago. Among 
the best-selling goods were bedding, floor coverings, decorating 
materials and phonograph equipment. The buying of television 
sets began to recover from the Summer lull. 

The approach of the Fall season was reflected in a rising re- 
order demand for many items in most wholesale markets in the 
week. The total dollar volume of wholesale trade remained mod- 
estly above the year-ago level. Inventories in most lines remained 
larger than a year ago and buyer apprehension appeared to be 
rising. 

Department store sales on a country-wide basis, as taken from 
the Federal Reserve Board’s index, for the week ended Aug. 15, 
1953, showed no change from the level of the preceding week. 
the previous week an increase of 2% was reported from that of 
the similar week of 1952. For the four weeks ended Aug. 15, 1953, 
an increase of 1% was recorded. For the period Jan. 1 to Aug. 15, 


1953, department stores’ sales registered an increase of 4% 
above 1952. 


Retail trade volume in New Yerk last week came up to ex- 


pectation. Trade observers placed the decline from the 1952 
peried at 6 to 7%. 


According to the Federal Reserve Board’s index department 
store sales in New York City for the weekly period ended Aug. 15, 
1953, declined 4% from the like period of last year. In the pre- 
ceding week an increase of 4% was reported from that of the simi- 
lar week of 1952, while for the four weeks ended Aug. 15, 1953, 
an increase of 1% was reported. For the period Jan. 1 to Aug. 15, 


posed for the program would 
approximately as follows: 


In 








1953, no change was registered from that of 1952. 





Continued from page 14 


Motor Vehicle Toll Highways 


even a mild one like in 1921. The 
Pennsylvania Turnpike, the first 
major motor vehicle toll route in 
the United States, was the only 
such turnpike in operation during 
the Second World War, and it 
only continued to earn its charges 
and sinking fund because of the 
heavy truck traffic in defense ma- 
terials. Due to the scarcity of 
rubber tires and the attendant 
gasoline rationing, private auto- 
mobile traffic was partically nil. 
More recently built or projected 
turnpikes carry much higher con- 
struction costs, and higher tolls 
are necessary. It is problematical 
as to what earnings these projects 
will be able to show in a depres- 
sion. 


In 1947 the United States 
Bureau of Public Roads proposed 
a plan for a 40,000 mile national 
system of interstate highways. 
This project was estimated to cost 
$11.3 billion, and the work would 
cost much more if done at present 
prices of construction. However, 
over the proposed 10 year period 
the average could be more favor- 
able. In order to finance such a 
program, the writer is going to 
suggest a certain procedure. 
However, it seems pertinent to 
first analyze the true status of the 
presently operating: or projected 
toll roads. 

When the Pennsylvania Turn- 
pike was first being planned, it 
was evident that the State of 
Pennsylvania was in great need 
ofan efficiently constructed high- 
way to carry. the. beavy freight 
traffic between Pittsburgh and the 
Eastern seaboard. When the Turn- 
pike was decided on, the State 
was: relieved: entirely of this ex- 
pense, a the route was to 
lie wholly within its borders and 
its large industrial areas were to 
be the principal beneficiaries. By 
the construction of a toll road, the 
taxpayers of Pennsylvania were 
not called upon to furnish the 
funds, and the State got a beau- 
tiful highway free of charge. In 
the indenture of the Turnpike 
bonds it is stipulated that after 
the bonds and. their interest shall 
have been fully paid, the Turn- 
pike shall become a part of the 


State Highway . Department - and. 


shall be toll free. Thus, the State 
eventually will get the whole 
property. Nevertheless, its High- 
way budget is now perhaps larger 
than previously, and the gasoline 
tax is still 5¢ per gallon. 


In the indentures of the New 
Jersey, Oklahoma, Ohio and West 
Virginia Turnpikes the same pro- 
vision will be found. In fact, such 
a procedure seems to be usual for 
most of these state toll highways. 
In practically all cases the states 
are relieved of the financial obli- 
gation for the construction of their 
very best and most productive 
roads, yet the tax collections for 
motor vehicles continue undimin- 
ished. Besides all this, there are 
many instances where the law 
provides that the proceeds of 
gasoline and motor vehicle taxes 
must be used solely for the con- 
struction and improvement of the 
highways. For example, the State 
of New York collects $258.0 mil- 
lion in highway user revenues and 
disburses $223.0 million for all 
highway purposes. Moreover, the 
Federal Government collects up 
to four times as much money in 
excise taxes on motor vehicles 
and the products they use than 
it returns in Federal-State high- 
way aid. For the fiscal year 1952 
collections on the above excise 
taxes amounted to $1.8 billion and 
expenditures on public roads $454 
million. 


Suggested Program 
As a solution to the problems 


of construction and finance for the 


arterial highway system in the 
United States, the writer suggests 
the following procedure: 


(1) Petition. Congress to frame 
and adopt the following laws: 


(a) to create a Federal High- 
way Authority, the membership 
of which would consist of the 
State Highway Engineers of 
each of the 486 states, together 
with the Chairman of the 


United States Bureau of Public 
Roads. This Authority would 
have six subdivisions: North- 
eastern, Southeastern, South 
Central, Southwestern, North- 
western and North Central. It 


would be non-political and free 
from Federal domination, and 
would be charged -with the 





planning and construction of 
suitable arterial toll highways. 

(b) To make mandatory the 
return of at least 50% of all 
Federal excise taxes on the 
motor vehicle industry, motor 
fuel, lubricating oils, tires and 
tubes, parts and accessories to 
the states from where collected. 


(2) Petition each state legisla- 
ture to pass laws: 

(a) To make it mandatory 
that all motor vehicle highway 
user revenues be disbursed for 
highway purposes only. 

(b) To provide that funds de- 
rived from state highway user 
taxes be set aside as a subsidy 
for all toll highways within the 
state, to the extent of one-third 
of the total of interest, sinking 
fund and reserve funds, repairs 
and operating expenses. 

(3) To organize a study of in- 
surance rates and actuary figures 
designed to bring about uniform, 
fair, yet profitable rates for motor 
vehicle insurance. 

(4) To organize a study of 
speed laws, road signs, safety 
features, so that all state high- 
ways would eventually have the 
same motor vehicle laws, road 
signs and the same penalties. 

The first result of the above 
suggestions would be to bring 
about a prompt reduction of at 
least one-third of turnpike toll 
rates. Moreover, substantial addi- 
tional funds would be made avail- 
abie for the improvement of 
lateral and feeder roads. But the 
main and most important result 
would be the development of an 
integrated, interconnected, stand- 
ardized system of trunk highways 
in our country. 

It should be carefully noted 
that the proposed organization to 
have charge of this great highway 
development would not require 
any additional political appoint- 
ments, nor would it create any 
new jobs or any great amount of 
expense. The work would be 
handled by the engineers of the 
various states and the only new 
expenditures probably would be 
limited to national or regional 
conferences and the necessary 
correspondence. 

The suggested procedure would 
also result in the elimination of 


confusion as to regulations for 
motor vehicles. The path is rela- 
tively clear and needs only minor 
adjustments with regard to pas- 
senger cars. However there is a 
great deal to be done for the 
motor truck industry. These 
people are plagued with regula- 
tions and divergent laws on op- 
eration, load requirement, size 
restrictions, individual state use 
licenses, Interstate Commerce 
Commission licenses, together 
with numerous restrictions and 
prohibitions. Very often a trans- 
continental freight truck has to be 
unloaded at some state border, its 
contents inspected and weighed, 
its driver’s papers examined, 
much as is customary between 
bordering European countries. It 
is expressively stipulated in this 
country of ours that no state shall 
set up a customs house at its 
borders, yet motor truck regula- 
tion is approaching such a condi- 
tion of affairs. All this adds to 
loss of time and to the expense 
of shipping and operation. There 
is little point in sending a motor 
truck hurrying over a toll turn- 
pike only to have it stopped for 
perhaps hours at some state 
border. Moreover weight restric- 
tions sometimes require that part 
of the cargo be left along the 
roadside at some weighing sta- 
tion, thus posing a problem for 
the truck driver as to how to 
protect from pilfer the freight he 
is charged to safely deliver. Uni- 
formity for this industry is as im- 
portant as for the railroads. The 
motor truck freight carriers do an 
enormous job in this country. A 
freight car can be sealed in Los 
Angeles and go right straight 
through to New York, but not so 
with a motor truck. The whole 
matter needs to be studied, an- 


alyzed and revamped into uni- 
form regulation on a national 
basis. 

There can be no doubt but that 
the program outlined above will 
produce sufficient funds. In 1951 
motor fuel taxes collected by the 
various states amounted to. $1,- 
960,830,000. In that year a total 
of 51,913,965 motor vehicles and 
62,193,495 drivers were registered. 
Even at as low an average rate 
as $10 per vehicle and $1 per op- 
erator’s license, the collections, 
both Federal and state, as pro- 
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Fed. excise taxes 
(50% of total)... $929,780,00@ 


State motor fuel 





WES 22-858 TL 1,960, 83000 

State registration 
OGG... .ctipigcsdcas 519,139,650 
State drivers licenses 62,193,495 
$3,471,943,145 


This total would indicate am 
average of roughly $70,000,000 for 
each state together with the Dis— 
trict of Columbia, and shewl@& 
provide sufficient funds for the 
construction, marking, policing 
and operation of the entire high-— 
way and feeder road system of 
the nation, and leave ample 
money availablbe for the pre- 
posed state subsidy of toll turn 
pikes. 

It will take a hard fight and a 
lot of work to put this program 
into effect, but the results will be 
tremendously profitable to the 
country as a whole. Travel and 
shipping will be facilitated, costs 
reduced, the states will be eb-— 
ligated to pay for their toll turmm— 
pikes through the subsidy, state 
highway engineering departments 
would be more efficiently op-— 
erated, and the economic benefits" 
of the motor industry would be 
more secure against a depression. 
It has all got to come, so the best 
way is to make a concentrated ef- 
fort right from the start. Metor 
manufacturers, oil companies, the: 
hotel and motel trade, and all othes- 
industries connected with high- 
way travel should give aid and 
support to this program for per— 
petuating the marvelous meteor 
industry, the greatest develop— 
ment in the Twentieth Century. 


Doman Helicopters 
Stock at $3 a Share 


Greene & Co., New York City, 
members of the New York Secu- 
rity Dealers Association, are pub- 
licly offering “as a speculation” 
an issue of 53,852 shares of com 
mon stock (par $1) of Domam 
Helicopters, Inc. at $3 per share. 

It is intended that the net pro- 
ceeds will be used to pay $100,00» 
accounts payable.and $34,630 wilh 
be used in C. A. A. certification 
of the LZ-5, which is designed te 
meet specific needs of the Army 
Field Forces. 

Doman Helicopters presently 
produes the YH-31 utility and 
medical evacuation helicopter an& 
its commercial counterpart, thw 
Doman LZ-5. Corporation o«e- 
cupies a hangar-type structure of 
30,000 square feet located at the 
Municipal Airport in Danbury, 
Conn. 


With First California 


(Special to Tue Financia, Onsonicta) 

FRESNO, Calif—vV. F. Dove 
has become connected with Firs® 
California Company, Bank of 
America Building. 


With Protected Investers 


(Special to Tue Fiwancia, CHrronices) 

SAN FRANCISCO, Calét- 
Florence L. Loo has joined the 
staff of Protected Investors of 
America, Russ Building. 


Davies Adds to Staff 


(Special to Pus Prvancia, Curonmices) 

SAN FRANCISCO, Calif-— 
Frank A. Smrekar has been ad@de@® 
to the staff of Davies & Co, 425 
Montgomery Street, members of 
the New York and San Francises 
Stock Exchanges. 


Schwanz & Co. Adds 


(Special to Tue Prwanciat Curonmicis) 
AURORA, I11.—James @& 
Goudie, Jr. has been added to thee? 
staff of Schwanz & Company, Ine. 
Merchants National Bank 
ing. 
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Securities Now in Registration 


Acteon Gold Mines Ltd., Vancouver, B. C., Can. 
April 22 filed 250,000 shares of common stock (no par). 
Price —$1 per share (net to company). Proceeds — To 
purchase equipment and supplies. Underwriter—M. H. B. 
Weikel, Los Angeles, Calif. 


American Independence Life Insurance Co., 
Houston, Texas. 

July 14 filed 50,000 shares of preferred stock (no par) 
and 50,000 shares of common stock (no par) to be of- 
fered to commissioned officers of the uniformed serv- 
ices of the United States in units of five shares of each 
class of stock. Price—$495 per unit. Payment may be 
made in 36 equal monthly instalments of $13.75 each. 
Proceeds — For general corporate purposes. Under- 
writer—None. 


% American-israeli Cattle Corp., Beverly Hills, Cal. 
Aug. 24 filed 100,000 shares of class A common stock. 
Price—At par ($10 per share). Proceeds—To establish 
and develop a cattle industry in Israel. Underwriter— 
None. 


Applied Science Corp. of Princeton 
May 21 filed $750,v00 of 6% guaranteed sinking fund 10- 
year debenture notes due April 30, 1963, of this company 
and 75,000 shares of common stock (par one cent) of 
Bradco, Inc., to be offered in units of $100 of notes and 
10 shares of stock. Price—$105 per unit. Proceeds—For 
acquisition of stock of two companies, who will borrow 
the remainder to repay bank loans and for working 
capital. Underwriter — C. K. Pistell & Co., Inc., New 
York. 
* Arizona Bancorporation, Phoenix, Ariz. 
July 17 filed 150,000 shares of common stock being of- 
fered for subscription by common stockholders of record 
Aug. 6 on the basis of three-quarters of a new share for 
each share held (with oversubscription privileges); 
rights expire Sept. 15. Price—At par ($10 per share). 
Proceeds — To purchase stock of three State banks. 
Underwriter—None. 


% Arkansas Minerals, Inc., Okiahoma City, Okla. 
Aug. 19 (letter of notification) 599,000 shares of common 
stock (par one cent). Price—50 cents per share. Pro- 
ceeds—For diamond core drilling (barite mining). Of- 
fice—219 Fidelity Bldg., Oklahoma City, Okla. Under- 
writer—None. 

Armstrong Rubber Co. 
March 31 filed $4,000,000 of 5% convertible subordinated 
debentures due May 1, 1973. Price—To be supplied by 
amendment Proceeds—For working capital. Business— 
Manufacturer of tires and tubes. Underwriter—Rey- 
nolds & Co., New York. Offering—Temporarily post- 
poned. 

Automatic Electric Windows, Inc. 
July 17 (letter of notification) 299,850 shares of common 
stock (par 1 cent). Price—$1 per share. Proceeds—For 
general corporate purposes. Office — Woodside, L. I., 
N. Y. Underwriter—Royal Securities Corp., New York. 

Automatic Steel Products, Inc., Canton, Ohio 
Aug. 10 (letter of notification) 17,145 shares of preferred 
stock (par $1) to be issued in exchange for 1,143 shares 
of preferred stock (no par) of The Cleveland Tapping 


Machine Co. on the basis of 15-for-1. Underwriter— 
None. 


* Bald Eagle Gold Mining Co., Kingman, Ariz. 

Aug. 19 (letter of notification) 1,000,000 shares of com- 

mon stock (par 10 cents). Price — 25 cents per share. 
or developing and blocking ores and for 50- 


Proceeds—F. 
ery Underwriters—Neal M. Sprague and Al Dinelli, 
of Needles, Calif. 


* Blackwood & Nichols Co., Oklahoma City, Okia., 
and The Oil and Gas Co., Madison, N. J. 

Aug. 24 filed $2,000,000 of “Contributions” to be offered 

for sale “as a speculation.” Proceeds—To acquire and 

develop oil properties. Underwriter—None. 


® Buckeye Incubator Co., Springfield, Ohio 

July 27 (letter of notification) 215,000 shares of common 
stock (par $1) being offered for subscription by common 
stockholders of record Aug. 3 at the rate of 86 shares for 
each 100 shares held (with an oversubscription privi- 
lege); rights to expire Aug. 31. Price—$1.25 per share 
to stockholders, $1.35 per share to public. Preceeds— 
To retire debt. Office — 504 W. Euclid Avenue, 
Springfield, O. Underwriters— Gearhart & Otis, Inc., 
New York; and McCoy & Willard, Boston, Mass. 


Byrd Oil Corp., Dallas, Tex. 
Oct. 22 filed $1,750,000 of 10-year 54% convertible sink- 
ing fund mortgage bonds due Nouv. 1, 1962, to be offered 
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NEW ISSUE CALENDAR 


August 31 (Monday) 


Southern Union Gas Co......-~---4=<<-«- Common 
(Offering to stockholders—not underwritten) 108,350 shares 
Trans-Penn Transit Corp..--..------------ Commven 
(Bids noon EDT) 404,500 shares 
Wisconsin Power & Light Co.__------------ Bonds 


(Bids noon CDT) $8,000,000 
September 1 (Tuesday) 


Duke Power Co.________-_------------------Bonds 
(Bids 11.30 a.m. EDT) $35,000,000 ‘ 
Hollingshead (R. M.) Corp._-_-----------Common 
(Drexel & Co.; Hemphill, Noyes & Co.; and 
Stroud & Co., auc.) 2U,Uu0 Suares 
September 2 (Wednesday) 

Duthe Power Geis) £65 oo ncntaed nccainbowed Common 
(Offering to stockholders—no underwriting) 208,321 shares 
Merten Cll Sb. onns die cddusbiincwnen Common 
(M. 8. Gerber, Inc.) $150,000 
Southern Bell Telephone Co.___------- Debentures 
(Bids 11 a.m. EDT) $30,000,000 
September 3 (Thursday) 

Illinois Bell Telephone Co.___-_----~-~-- ._._.Common 
(Offering to stcckholders—no underwriting) 568,703 sares 
Southeastern Public Service Co._____---- Common 
‘‘l.ioster, Singer & Co. and bidren & C..) $132,000 
Wabaots TR... «asiddoonueapantban Equip. Trust Ctfs. 


(‘Bids noon EDT) $2,820,000 


September 8 (Tuesday) 


Thompson (H. I.) Fiber Glass Co..__.---~- Common 
‘Sutro & Co.) 50,000 shares 


September 9 (Wednesday ) 


Central Hudson Gas & Electric Corp._._.._Debentures 
(Underwriters to be named later) $6,000,000 
Central Hudson Gas & Electric Corp.__--~- Common 
(Offering to stockholders——-may be underwritten by Kidder, 
Peabody & Co. and Estabrook & Co.) 139,978 shares 


Central Illinois Public Service Co.___---- Common 
(Bids 11 a.m. CDT) 350,000 shares 


September 10 (Thursday) 


Household Finance Corp.__-.---------- Debentures 
(Lee Higginson Corp.) between $20,000,000 and $25,000,000 
Southern Pacific Co...._.__..__.__.. Equip. Trust Ctfs. 
(Lids noon EDT) $5,250,000 


September 14 (Monday) 


Public Service Co. of New Hampshire__-_--- Bonds 
(Eids noon EDT) $7,000,000 
Tenn@tsee Gas Transmission Co _______ Debentures 


(Bids 11 a.m. EDT) $20,000,000 
September 15 (Tuesday) 


ee BAT Es eee re eee ee ee Common 
(Bids to be invited) 184,739 shares 

General Motors Acceptance Corp,___-_-- Debentures 
(Morgan Stanley & Co.) $150,000,000 

Romtes, IgGs oo ook nn co sh eienses Common 
(Lee Higginson Corp.) 131,784 shares 

Mountain Fuel Supply Co.___.--__.------ Common 

(The First Boston Corp.) 303,080 shares 
Pacific Telephone & Telegraph Co... ~~ Debs. 


(Bids noon EDT) 

Tennessee Gas Transmission ‘ 
(Stone & Webster Securities Corn. and 

White, Weld & Co.) $10,000,000 * 


September 16 (Wednesday) 6 +6 
Carolina Telephone & Telegraph Co._._-.Common 


000,000. 


(Offering to stockholders—no underwriting) 33,320 shares 
Louisiana Power & Light Co.__.. uu... Bends 
(Bids noon EDT) $12,000,000 P 

Stauffer Chemical Co... .___- Ree TS Debentures 
(Morgan Stanley & Co.) $15,000,000 

Stauffer Chemical] Co........-...._- PS Common 
(Morgan Stanley & Co.) 325,000 shares 

Westinghouse Air Brake Co._______.-.- Debentures 


(The Pirst Boston Corp.) $35,000,000 


September 17 (Thursday) 


Duquesne Light Co...................... Preferred 
(Bids to invited) about $5,000,000 


September 21 (Monday) 


Greer Hydraulics, Inc.___._---___----- Debentures 
(Burnham & Co.) $1,500,000 
Pacific Gas & Electric Co._________...__.. Common 


(Offering to stockholders—underwriter may be 
Blyth & Co., Inc.) 1,946.82) shares 


September 22 (Tuesday) 


DUeseNe LAN Bik sw dcoscnnsus cethiniennnes Bonds 
(Bids to be invited) $12,000,000 


September 29 (Tuesday) 


Indiana & Michigan Electric Co....._-____-_- Bonds 
(‘Bids to be invited) $15,000,000 
Worcester Gas Light Co.__.._.....-.-.._-_-- Bonds 


(Bids 11:30 a.m. EST) $3,000,000 


September 30 (Wednesday) 


New England Gas & Electric Association. Common 
(Offering to stockholders—The First Boston Corp. to be 
dealer-manager) 194,916 shares 


October 6 (Tuesday) 

Mississippi Power Co... .......-..-...... Bonds 
(Bids 11 a.m. EST) $4,000,000 
October 9 (Friday) 


American Fidelity & Casualty Co....._.- Preferred 
(Geyer & Co.) $750,000 











*% INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE 
© ITEMS REVISED 


for subscription by common stockholders at the rate of 
$100 of bonds for each 28 shares of stock heid (tor 8 
14-day standby). Certain stockholders have waived thei 
rights. Price—At par. Proceeds—To repay $1,014,500 of 
outstanding notes and for drilling expenses and working 
capital. Underwriters—Dallas Rupe & Son, Dallas, Tex., 
Carl M. Loeb, Rhoades & Co., New York; and Straus, 
Blosser & McDowell, Chicago, lll. Offering—Postponed 


% California Central Airlines, Inc. 

Aug. 24 filed $600,000 of 7% convertible equipment trust 
certificates, series A, due Sept. 1, 1957, and 400,000 
shares of common stock (par 50 cents). Price—100% of 
principal amount for certificates and 75 cen‘s per share 
for stock. Proceeds—To acquire five Martinliners and 
the spare parts. Office—Burbank, Calif. Underwriters— 
Gearhart & Otis, Inc., New York; and McCoy & Willard, 
Boston, Mass. 


Carolina Telephone & Telegraph Co. (9/16) 
Aug. 17 filed 33,320 shares of capital stock to be offered 
for subscription by stockholders of record Sept. 16 in the 
ratio of one new share for each five shares held. Price— 
At par ($100 per share). Proceeds—To reduce short-term 
notes. Underwriter—None. 


Central Eureka Corp., San Jose, Calif. 
Aug. 12 (letter of notification) approximately 190,000 
shares of common stock (par $1). Price—To not exceed 
an aggregate of $199,465. Proceeds—For operating capi- 
tal. Office — Berryessa Road, San Jose, Calif. Under- 
writer—Davies & Co., San Francisco, Calif. 


Central Hudson Gas & Electric Corp. (9/9) 

Aug. 11 filed $6,000,000 of convertible debentures due 
Sept. 1,<1963; and 159,978 shares of common stock (no 
par), of which 139,978 shares will be offered for sub- 
scription by stockholders of record Sept. 9 at rate of 
one new share for each 15 shares held (with an over- 
subscription privilege), with rights to expire Sept 25. 
The remaining 20,000 shares will be offered to employees. 
Price—To be supplied by amendment. Proeeeds—To retire 
bank loans and for construction program. Underwriters 
—To be supplied by amendment. May be Kidder, Pea- 
body &€o. and Estabrook & Co. (jointly). 


Central Illinois Public Service Co. (9 9) 

Aug. 14 filed 350,000 shares of common stock (par $10).. 
Proceeds—To reimburse the company, in part, for the 
costs @f property additions and improvements. Under- 
writers — To be determined by competitive bidding. 
Probable bidders: Blyth & Co., Inc.; The First Boston 
Corp.; Lehman Brothers; Glore, Forgan & Co. Bids— 
Tentatively expected to be received up 10 11 aun. (CUP) 
on Sept. 9. 


% Clary Multiplier Corp., San Gabriel, Calif. 
Aug. 19 (letter of notification) not exceeding 30,000 


shares of common stock (par $1). Price — At market “ 


(apprcximately {687% per share). Procetds: — For 
working capital. Underwriter—Walston & Co.. San Fran- 
cisco, Calif. 


Colo-Kan Fuel Corp., Denver, Colo. 
June 29 (letter of notification) 940.000 shares of class A 
common stock (par five cents). Price — 9%2 cents per. 
share. Proceeds—For drilling expenses and equipment. 
Office—711 E & C Bidg., Denver, Colo. Underwriter—. 
E. L. Shelley & Co., Denver, Colo. 
& Ogie T ! Ceo., Sycamore, Hil. | 

Juno etter of notification) 25,695.shares of common 
stock, to be offered for subscription by steckholdes at 
the rate of one new share for each four shares held. 
Price—At par ($10 per 
telephone exchange, Office—112 West Elm. St.; Syca- 
more, Ill. Underwriter—None. 


® Duke Power Co., Chartotte, N. C. (9 1> 
July 30 filed $35,000,000 of first and refunding 91 .gage 
bonds due 1983. Preceeds—To repay bank loans and for 
new construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Morgan Stanley & Co.; Stone &. Webster Se- 
curities Corp.; The First Boston Corp. Bids—-To be re- 
ceived. up to 11:30 a.m. (EDT) on Sept. 1 at 48 Wall 
Street, New York 5, N. Y. 


Dufle Power Co., Charlotte, N. C. (9/2) 

July %@ filed 208,321 shares of common stock (no par) 
to be offered for subscription by stockholders of record 
Sept. 2) 1953 on the basis of one new share for each 20 
shares held (with an oversubscription privilege); rights 
to ex#ffe on Sept. 18. Price—$30 per share. Proceeds— 
To re bank loans and for new construction. Under- 
writer—None. 
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® Duquesne Light Co. (9/15) 

Aug. 19 filed 184,739 shares of common stock (par $10), 
of which 150,000 shares are for account of company and 
34,739 for account of Standard Power & Light Co. Pro- 
ceeds—To repay bank loans and for new construction. 
Underwriters—To be determined by competitive hid- 
ding. Probable bidders: The First Boston Corn. a~4 
Lenman Brothers (jointly); Blyth & Co., Inc. and Merrill 
Lynch, Pierce, Fenner & Beane (jointiy); Kiuuer, « ca- 
body & Co. and White, Weld & Co. (jointly); Carl M. 
Loeb, Rhoades & Co. and Wertheim & Co. (jointly); 
Union Securities Corp.; Stone & Webster Securities 
Corp.; Kuhn, Loeb & Co. and Smith, Barney & Co. 
¢jointly). Bids—Expected to be received on Sept. 15, 
with public offering scheduled for Sept. 17. 


Duquesne Light Co. (9/17) 
Aug. 19 filed 100,000 shares of preferred stock (par $50). 
Proceeds—To reduce bank loans and for new construc- 
tion. Underwriters — To be determined by competitive 
bidding. Probable bidders: The First Boston Corp.; Kid- 
der, Peabody & Co., Merrill Lynch, Pierce, Fenner & 
Beane and White, Weld & Co. (jointly): Kuhn, Loeb & 
Co. and Smith, Barney & Co. (jointly); Blyth & Co., Inc. 
Bids—Expected to be received on Sept. 17, with public 
offering on Sept. 18. 

Duquesne Light Co. (9/22) 
Aug. 19 filed $12,000,000 of first mortgage bonds due 
Sept. 1, 1977. Proceeds — To repay bank loans and for 
new construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co Inc.- Drexel & Co. and Equitable Securities Corp. 
(jointly): Kuhn, Loeb & Co., Union Securities Corp. and 
A. C. Aliyn & Co., Inc. (jointly); Glore, Forgan & Co.; 
White, Weld & Co.; Harriman Ripley & Co., Inc. Bids— 
Expected to be received on Sept. 22, with public offer- 
ing on Sept: 24. 
% Dynatronics Corp., Reno, Nev. 
Aug. 19 (letter of notification) 200,000 shares of common 
stock. Price — At par ($1 per share). Proceeds — For 
manufacture of electronic equipment. Office—139 N. Vir- 
ginia St.. Reno, Nev. Underwriter—None. 

Eagie Super Markets, iInc., Moline, Ill. 
May 21 ‘letter of notification) 25,000 shares of 6% pre- 
ferred siock. Price—At par ($10 per share). Proceeds— 
To redeem first preferred stock and for working capital. 
Office—2519 Fourth Ave., Moline, Ill. Underwriter— 
Harrv Hal) Co., Safety Bldg., Rock Island, Ill. 


Fairway Foods, Inc., St. Paul, Minn. 
May 8 filed $1,600,000 first mortgage lien 4%% bonds 
to mature $40.000 annually from 1955 to 1994. inclusive. 
Price—At 100% of principal amount. Proceeds—To con- 
struct new warehouse. Underwriter—None. 


Falion Gas Corp., Denver, Coio. 
June 25 ‘letter of notification) 3,616,000 shares of Class 
A common stock. Price—At par (five cents per share). 
Proceeds—For drilling wells. Office—528 E and C Bidg., 


ga Colo. Underwriter—E. I. Shelley Co., Denver, 
olo. 


* General Credit, Inc., Washington, D. C. 

Aug. 24 filed 190,000 smares vi poscunupacu., preference 
stock (par $1) and 150,000 shares of common stock (par 
five cents), to be offered in units of one share of each 
class of stock. Price—$5 per unit. Proceeds—For work- 
ing capi‘al. Underwriter — John R. Boland, New York. 
Offering— Expected shortly after Labor Day. 


General Dynamics Corp. 

May 12 filed 250,000 shares of common stock (par $3) 
Price—To be supplied by amendment. Proceeds—To re- 
pay bank loans made to acquire a block of 400.000 share: 
of Consolidated Vultee Aircraft Corp. Underwriter— 
Lehman Brothers, New York, to handle U. S. sales of 
shares. while Greenshields & Co., Inc., will handle Cane 
dian distribution of a portion of the offering. Offering 
—Temporarily postponed. 


General Hydrocarbons Corp., 
Okla»oma City, Okla. 
‘Aug. 12 filed $1,010,800 of 20-year debentures and 66,424 
‘shares of common stock (par $1) to be offered in units 
.of $350 principal amount of debentures and 23 shares of 
stock. Price—$359 per unit ($336 for the debentures and 
‘$1 per share for the stock). Proceeds—For general cor- 


porate purposes. Business — Oil and gas development. 
Underwriter—N - ne. 


* General Investors Trust, Boston, Mass. 
Aug. 20 filed 200,000 shares of beneficial interest (in an 
aggregate amount of $1,224,000). Proceeds — For invest- 
ment. Underwriter—None. 

Georgia RR. & Banking Co. 
‘June 17 filed certificates of deposit for 42,000 shares of 
common stock. It is planned to vote on a voluntary plan 
of adjustment under which it is planned to segregate the 
-business of the Georgia RR. Bank & Trust Co. and the 
railroad business and to place the company in a position 
where it can obtain additional funds in the near future. 
-See also First Railroad & Banking Co. of Georgia under 
“Prospective Offerings” below. 


Grard Bahama Co.. Ltd.. Nassau 
Feb. 3 filed $1,350,000 20-year 6% first mortgage conver- 
tible debentures due March, 1973, and 1,565,000 shares 
of class A stock (par 10 cents). Price—Par for deben- 
.tures and $1 per share for stock. Proceeds — For new 
construction. Business — Hotel and land development. 
.Underwriter—Gearhart & Otis, Inc. New Yurk 


Gray Manufacturing Co., Hartford, Conn. 
May 1 filed 55,313 shares of capital stock (par $5) to be 
offered for subscription by stockholders on the basis 
of one new share for each four shares held. Price—To 
be supplied by amendment. Proeceeds—For general cor- 
porate purposes. Underwriter— None. Offering — No 
definite plan adopted. - 





*% Greer Hydraulics, Inc., Brooklyn, N. ¥. (9/21-24) 
Aug. 24 filed $1,500,000 of 542% convertible sirtking rund. 
debentures, due Sept. 1, 1965. Price—To be supplied by 
amendment. Preceeds — For working capital. Under- 
writer—Burnham & Co., New York. 


Gulf Coast Leaseholds, Inc., Houston, Tex. 
July 31 (letter of notification) 60,000 shares of 6%4% 
cumulative convertible class A stock (par $4) to be of- 
fered for subscription by common stockholders at rate 
of one class A share fcr each three common shares held. 
Price—$5 per share. Proceeds—For working capital, etc. 
Underwriter—Leason & Co., Inc., Chicago, Ill. 
* Hedges Diesel, Inc. (N. J.) 
Aug. 24 (letter of notification) 10,000 shares of Class A 
common stock and 20,000 shares of Class B common 
stock. Price—At par ($10 per share). Proceeds—-To erect 
plant and for new equipment, and working capital. Of- 
fice—Marlton, N. J. Underwriters—None. 


Hol d (R. M.) Corp., Camden, N. J. (9/1) 
Aug. 17 (letter of notification) 20,000 snares ot common 
stock (par $1). Price—To be supplied by amendment. 
Proceeds—For working capital. Underwriters—Drexel & 
Co.; Hemphill, Noyes & Co.; and Stroud & Co., Inc. 


Hotel Drake Corp., New York 

June 12 filed 13,573 shares of capital stock (par $5) and 
$339,325 of 4% 10-year cumulative income debentures 
due Aug. 1, 1963, being offered for subscription by stock- 
holders of record July 31 in units of one share of stock 
and a $25 debenture (with an oversubscription privi- 
lege); rights will expire Aug. 31. Price $30 
per unit. Proceeds—To repay $300,000 bank debt and 
for working capital. Underwriter—None. 


*% Household Finance Corp., Chicago, Ill. (9/10) 

Aug. 21 filed $5,000,000 of 5-year debentures due Sept. 
15, 1958 and $10,000,000 of 15-year debentures due Sept. 
15, 1968. Price—To be filed by amendment. Proceeds— 
To reduce bank loans. Underwriters — Lee Higginson 
Corp., New York, and William Blair & Co., Chicago, III. 


Hunter Creek Mining Co., Wallace, idaho 
June 2 (letter of notification) 160,000 shares of common 
stock. Price—25 cents per share. Proceeds—For oper- 
ating capital. Office — 509 Bank St., Wallace, Idaho. 
Underwriter—Mine Financing, Inc., Spokane, Wash. 


® illinois Bell Telephone Co. (9/3) 

Aug. 14 filed 568,703 shares of capital stock to be offered 
for subscription by stockholders of record Sept. 3 on the 
basis of one new share for each six shares held; rights to 
expire on Oct. 1. A total of 3,388,832 shares (99.31%) of 
the outstanding stock is owned by American Telephone 
& Telegraph Co. Price—At par ($100 per share). Pro- 


ceeds—To repay advances from parent. Underwriter— 
None. 


%* illinois Telephone Co., Bloomington, Ill. 
Aug. 24 filed 20,000 shares of cumulative preferred 
stcok, series B (par $50). Price — To be supplied by 
amendment. Proceeds — For new construction and im- 
provements. Underwriter—Harris, Hall & Co. (Inc.), 
Chicago, IIl. 


industrial Research, Inc., Miami, Fia. 
Juiy cv» (sewer Of nvutitication) %9,vUU0 shares of common 
stock (par $1). Price — $1.15 per share. Proceeds—For 
working capital. Office—4016 Northwest 29th St., Miami, 
Fla. Business—Battery experimentation. Underwriter— 
Barham & Co., Coral Gables, Fla. 


inland Western Loan & Finance Corp., 
Phoenix, Ariz. 

July 2 filed 2,500,000 shares of class A non-voting com- 
mon stock (par $1) to be offered to present and future 
holders of Special Participating Life Insurance Contracts 
issued by Commercial Life Insurance Co. of Phoenix. 
Price—$1.50 per share. Proceeds — To develop and ex- 
pand company’s loan and finance business. Underwriter 
—None. An additional 300,000 shares have been and are 
being offered for sale in Arizona at $1 per share to hold- 
ers of Commercial’s special participating contracts, the 
proceeds of which are to be used to activate the company 
in the loan and finance business. 


international Telephone & Telegraph Co. 

June 26 filed $35,883,300 of 20-year convertible deben- 
tures due Aug. 1, 1973, to be offered for subscription by 
stockholders at rate of $100 of debentures for each 20 
shares of capital stock held. Price—To be supplied by 
amendment. Proceeds—To repay bank loans and for 
other corporate purposes. Underwriter—Blyth & Co., 
Inc., New York. Offering—lIndefinitely postponed. 


* interstate Oil & Development Co., Elko, Nev. 
Aug. 19 (letter of notification) 500,000 shares of common 
stock. Price—At par (10 cents per share). Proceeds— 
Yor drilling expenses. Address—P. O. Box 1186, Elko, 
Nev. Underwriter—None. 


*% Investors Planning Corp., New York 
Aug. 20 filed $15,000,000 aggregate amount of the com- 


pany’s shares. Business — Investment. Underwriter— 
None. 


lonics, Iinc., Cambridge, Mass. (9/15) 

June 30 filed 131,784 shares of common stock (par $1). 
Price—To be supplied by amendment (between $8 and 
$9 per share). Proceeds—To pay mortgage debt and for 
equipment. Business — Research and development and 
subsequent commercial exploitation in the field of ion 
exchange chemistry. Underwriter—Lee Higginson Corp., 
New York and Boston (Mass.). Offering—Planned for 
the middle of September. 


%* Kenwell Oils & Mines Ltd., Toronto, Canada 

Aug. 20 filed 1,400,000 shares of common stock (par $1). 
Price — To be supplied by amendment. Proceeds—For 
working capital and general corporate purposes. Under- 
writer—To be supplied by amendment. 
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Liquor Register, Inc., Roslindale, Mass. 
July 3 (letter of notification) 2,100 shares of common 
stock (par $5). Priee—$16.50 per share. Proceeds—For 
working capital for device to dispense and record drinks. 
Office—596 Poplar St., Roslindale, Mass. Underwriter— 
Coburn & Middlebrook, Inc., Boston, Mass. 


Lone Star Sulphur Corp., Wilmington, Del. 
May 8 filed 600,000 shares of common stock (par 5 cents) 
to be offered for subscription by common stockholders of 
record May 8 on a share-for-share basis “as a specula- 
tion.” Price—To be supplied by amendment. Proceeds— 
For expansion program. Underwriter—None. 


ios Gatos Telephone Co. (Calif.) 
Aug. 12 (letter of notification) 29,773 shares of 5% pre- 
ferred stock. Price—At par ($10 per share). Proceeds— 
To buy equipment, pay debt and for working capital. 
Office—11 Montebello Way, Los Gatos, Calif. Under- 
writer—None. 


Louisiana Power & Light Co. (9/16) 

Aug. 12 filed $12,000,000 first mortgage bonds due 1983. 
Proceeds—To repay $11,342,500 of short-term debt and 
for new construction. Underwriters—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Kuhn, Loeb & Co., Lehman Brothers and 
A. C. Allyn & Co., Inc. (jointly); Blyth & Co., Inc.; White, 
Weld & Co., and Shields & Co. (jointly); Salomon Bros. 
& Hutzler; W. C. Langley & Co., The First Boston Corp. 
and Glore. Forgan & Co. (jointly); Merrill Lynch, Pierce, 
Fenner & Beane and Kidder, Peabody & Co. (jointly); 
Harriman Ripley & Co., Inc.; Equitable Securities Corp. 
Bids—Expected to be received up to noon (EDT) on 
Sept. 16. 


Marco Industries, Inc., Depew, N. Y. 
Aug. 7 (letter of notification) 24,990 shares of common 
stock (par $5) to be offered pro rata for subscription by 
common stockholders. Price—$12 per share. Proceeds— 
To pay off loans on machinery and equipment and cer- 
tain non-trade accounts payable and for working capital. 
Business — Manufactures fractional horsepower electric 
motors. Office—786 Terrace Blvd., Depew, N. Y. Under- 
writer—None. 

McCarthy (Glenn), Inc. 
June 12 filed 10,000,000 shares of common stock (par 25 
cents). Price—$2 per share. Proceeds—For drilling of 
exploratory wells, acquisition of leases and for general 
corporate purposes. Underwriter—B. V. Christie & Co., 
Houston, Tex. Dealer Relations Representative—George 
A. Searight, 50 Broadway, New York, N. Y. Telephone 
WHitehall 3-2181. Offering—Date indefinite. 


McWilliams Dredging Co., New Orleans, La. 
July 15 (letter of notification) 3,800 shares of common 
stock (par $10). Price — At market (approximately 
$12.62% per share). Proceeds—To a selling stockhold- 
er. Underwriter—Bacon, Whipple & Co., Chicago, Ill. 


* Merritt-Chapman & Scott Corp., New York 
Aug. 20 filed 45,912 shares of common stock (par $12.50) 
to be offered in exchange for 57,389 shares of common 
stock (no par) of Fitz Simons & Connell Dredge & Dock 
Co. on an eight-for-ten basis. It is proposed to acquire 
not less than 80% of said Fitz Simons & Connell shares, 
Underwriter—None. 

Michigan Consolidated Gas Co. 
May 15 filed $20,000,000 of first mortgage bonds due 1978, 
Proceeds—From sale of bonds, plus proceeds from sale 
of 215,000 shares of common stock (par $14) to American 
Natural Gas Co., parent, for $3,010,000, to be used to 
repay bank loans and for construction program. Bids— 
A group headed jointly by Halsey, Stuart & Co., Inc., 
Harriman Ripley & Co., Inc. and Union Securities Corp. 
entered the only bid on June 15 for the securities— 
100.125 for 5s. This bid was rejected. Reoffering had 
been planned at 101.875 to yield 4.87%. July 6 com- 
pany sought SEC authority to borrow $20,000,000 from 
banks on 3%,% notes pending permanent financing. 
* Michigan Lioyd J. Harriss Pie Co. 
Aug. 19 (letter of notification) $120,000 of 7% firet mort- 
gage bonds. Price—At par. Proceeds—To compiete and 
equip pie plant. Office — 350 Culver St., Saugatuck, 
Mich. Underwriter—None. 


*% Mountain Fuel Supply Co., Salt Lake City, Utah 
(9/15) 

Aug. 25 filed 303,080 shares of capital stock (par $10). 

Price — To be supplied by amendment. Proceeds — To 

Ohio Oil Co., who will continue to hold 177.777 shares. 

Underwriter—The First Boston Corp., New York. 


Muntz TV Inc., Chicago, Hl. 
June 19 (letter of notification) 12,000 shares of common 
stock (par $1). Price—At market (about $3.25 per share). 
Proceeds—To Earl W. Muntz, President. Underwriter— 
L. D. Sherman & Co., New York. 


North Idaho Mines, Inc., Kellogg, Ida. 
July 31 (letter of notification) 400 shares of common 
stock (no par). Price—$125 per share. Proceeds—For 
exploration. Address—Box 298, Kellogg, Idaho. Under- 
writer—Robert G. Sparling, Seattle, Wash. 


® Northland Oils Ltd., Canada (9/2) 

Nov. 21 filed 1,000,000 shares of capital stock (par 20¢ 
— Canadian) and subscription warrants for 600,000 
shares, which statement was amended May 20 to 200,000 
shares and warrants to purchase 200,000 shares to be 
offered in units of one share of stock and one warrant. 
Price—75 cents per unit. Proceeds—For drilling of addi- 
tional wells and to purchase producing wells. Under- 
writer—M. S. Gerber, Inc., New York. 

Oil Finance Corp.. Warren, Pa. 
July 16 (letter of notification) 1,250,000 shares of com- 


mon stock (par 1 cent). Price—At the market (about 
4 cents per share). Proceeds—To Anderson Oil Co., the 
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gelling stockholder. Office—217 Hickory Si., Warren, 
Pa. Underwriter—None. 
Overland Oil, Inc., Denver, Colo. 

June 10 filed 600,000 shares of common stock (par 10¢) 
to be offered for subscription by stockholders (except 
the original incorporators) at rate of one new share for 
each two shares held. Price—40 cents per share. Pro- 
eceds—For working capital. Underwriter—None. 


Pacific Telephone & Telegraph Co. (9/ 15) 

Aug. 14 filed $50,000,000 of 31-year debentures due Sept. 
15, 1984. Proceeds—To reduce bank loans. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley & 
Co.; White, Weld & Co.; Lehman Brothers and Union 
Securities Corp. (jointly). Bids—-Expected to be received 
wp to noon (EDT) on Sept. 15. 


Pan American Petroleum & Transport Co. 

Aug. 13 filed $4,920,000 of Participations in Employees 
Savings Plan of this company and its subsidiaries, to- 

r with 66,151 shares of $25 par capital stock of 
Standard Oil Co. (Indiana) offered for purchase by the 
trustee under such plan. Standard Oil owns approxi- 
mately 79% of the issued and outstanding common stock 
of Pan American Petroleum. 


Pediow-Nease Chemical Co., Inc. 
July 9 (letter of notification) 2,000 shares of capital 
e@tock (no par) to be offered to stockholders of record 
June 29 at rate of one new share for each five shares 
held. Price—$10 per share. Proceeds—For working 
<apital. Office—Lock Haven, Pa. Underwriter—None. 


Phillips Petroleum Co. 
June 11 filed $25,000,000 of participation in the com- 
pany’s Thrift Plan and 444,444 shares of its common 
a#tock purchasable under the plan on the open market 
at current market prices. It is contemplated plan will 
be placed in effect on or about Aug. 1, 1953. 


* Pine Street Fund, Inc., New York 
Aug. 21 filed 125,000 shares of capital stock. Price—At 
market. Proceeds—For investment. Underwriter—None. 


Pianter’s Peat Corp., Coral Gables, Fla. 

Aug. 6 (letter of notification) 100,000 shares of 6% 
cumulative preferred stock (par $2.50) and 100,000 
shares of common stock (par 50 cents) to be offered in 
wnits of one share of each class of stock. Price—$2.50 
per unit. Proceeds—To liquidate liabilities and for work- 
ing capital. Office—220 Miracle Mile, Coral Gables, Fla. 
Business—To process peat for fertilizer. Underwriter— 
Frank L. Edenfield & Co., Miami, Fla. 


Powdercraft Corp., Spartanburg, S. C. 
June 3 (letter of notification) 5,000 shares of capital 
wtock. Price—At par ($10 per share). Proceeds—For 
working capital. Business—Makes machine parts. Office 
746 Hayne St., Spartanburg, S. C. Underwriter—Cal- 
hhoun & Co., Spartanburg, S. C. 


Providence Park, Inc., New Orleans, La. 
July 7 (letter of notification) 33,333 shares of common 
wtock (par $1). Price—$3 per share. Proceeds—To de- 
velop and improve property for cemetery. Office—516 
“Carondelet Bidg., New Orleans, La. Underwriter—Wool- 
folk & Shober, New Orleans, La. 


® Public Service Co. of New Hampshire (9/14) 

Aug. 19 filed $7,000,000 of first mortgage bonds, series G, 
due 1983. Proceeds—To repay bank loans. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; The First Boston Corp. 
and Coffin & Burr, Inc. (jointly); White, Weld & Co.; 
Kidder, Peabody & Co. and Blyth & Co. Inc. (jointly). 
Wids—Tentatively expected to be received up to noon 
(EDT) on Sept. 14 at company’s office in Boston, Mass. 


* Remington Corp., Auburn, N. Y. 

Aug. 19 (letter of notification) up to 7,000 shares of 
common stock (par $1) to be offered to employees. Price 
$3.25 per share. Proceeds—For general corporate pur- 
poses. Underwriter—None. 


Ridley Mines Holding Co., Grafton, N. D. 
Sune 1 filed 120,000 shares of common stock. Price—At 
mar ($5 per share). Proceeds — For working capital. 
Waderwriter—None. 


® Rowland Products, Inc., Kensington, Conn. 

July 30 (letter of notification) 2,450 shares of common 
stock being offered to stockholders on basis of one new 
share for each two shares held on July 22; rights to ex- 
pire Sept. 18. Price—At par ($25 per share). Proceeds— 
For working capital. Office—Fairview Place, Kensing- 
ton, Conn. Underwriter—None. 


® Saint Anne’s Oi! Production Co. 

April 23 filed 165,000 shares of common stock (par $1). 
Price — $5 per share. Proceeds—To acquire stock of 
Web-Tex Oil Co., to pay loans and for working capital. 
Office—Northwood, Iowa. Underwriter—Sills, Fairman 
& Harris of Chicago, II. Offering—Indefinitely post- 


nrg yf Be ge ny Oil Co., Inc. 

Marc 150,000 shares of common stock (par 25¢). 
Price—$4 per share. Proceeds—To purchase and sell 
leaseholds, royalties and producing properties, to pros- 
pect for oil and gas and to develop and operate produc- 
7 Sgt = a Vernon, Ill. Underwriter— 

othc -» New York. Offering— 

A Peary ering—lIndefintely 


%& Segal Lock & Hardware Co., Inc., New York 

Aug. 20 (letter of notification) 60,000 ‘shares of common 

stock (par $1) to be offered to creditors of company. 
Not exceeding par. Froceeds—To liquidate in- 


- Underwriter—None. Of — 
ew York. N. Y. fice—395 Broadway, 
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Selected Risks Indemnity Co. 

Aug. 13 (letter of notification) 8,500 shares of capital 
stock (par $10) to be offered to stockholders of record 
Sept. 1, 1953 on the basis of one new share for each 8 7/17 
shares held; rights to expire Oct. 1, with payment due on 
or before Nov. 5. Price—$35 per share. Preceeds—For 
working capital. Underwriter — None. Office — Branch- 
ville, N. J. 


*% Silver Dollar Exploration & Development Co., 
Spokane, Wash. 

Aug. 20 (letter of notification) 1,000,000 shares of com- 

mon stock. Price — 30 cents per share. Proceeds—For 

exploration. Office—West 909 Sprague Ave., Spokane, 

Wash. Underwriter — Mines Financing, Inc., Spokane, 

Wash. 


Sky Ride Helicopter Corp., Washington, D. C. 
July 22 (letter of notification) 10,000 shares of common 
stock (no par). Price—$2 per share. Proceeds—For of- 
fice equipment and patents and taxes. Office — Suite 


No. 1, National Airport, Washington 1, D. C. Underwriter 
—None. 


* Southeastern Public Service Co. (9/3) 

Aug. 20 (letter of notification) 17,600 shares of common 
stock (par 10 cents). Price—$7.50 per share. Proceeds— 
For general corporate purposes, including investment in 
the subsidiary operating the Texas properties. Under- 
writers—Troster, Singer & Co., New York, and Bioren 
& Co., Philadelphia, Pa. 


Southern Bell Telephone & Telegraph Co. (9/2) 
Aug. 18 filed $30,000,000 of 24-year debentures due Sept. 
1, 1977. Proceeds — To repay advances from American 
Telephone & Telegraph Co., the parent. Underwriters— 
To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley & 
Co.; Kuhn, Loeb & Co.; The First Boston Corp. Bids— 
To be received up to 11 a.m. (EDT) on Sept. 2 at Room 
2315, 195 Broadway, New York, N. Y. 


Southern Union Gas Co. (8/31) 
Aug. 10 filed 108,350 shares of common stock (par $1) 
to be offered for subscription by common stockholders 
of record Aug. 31 on the basis of one new share for each 
18 shares held (with an oversubscription privilege); 
rights to expire Oct. 7. Price—$18 per share. Proceeds 
—For additions to properties. Underwriter—None. 


Spencer Kellogg & Sons, Inc. 
July 30 (letier of notification) 6,500 shares of common 
stock (par $1). Price—At market (not to exceed an ag- 
gregate of $100,000). Proceeds—-To Howard Kellogg, Ruth 
Kellogg Terry and The Marine Trust Co. of Western New 
York, as trustees for Ruth Kellogg Terry. Undewriter— 
White, Weld & Co., New York. 


* Stauffer Chemical Co., New York (9/16) 

Aug. 27 filed $15,000,000 of 20-year debentures due 
Sept. 15, 1973, and 325,000 shares of common stock, of 
which 15,000 shares are for the account of selling stock- 
holders. Price—To be supplied by amendment. Proceeds 
—tTo retire bank loans and for working capital. Under- 
writer—Morgan Stanley & Co., New York. 


Technograph Printed Electronics Inc. 

June 26 (letter of notification) 99,906.2 shares of com- 
mon stock (par 40 cents) being offered to common stock- 
holders of record July 13, 1953 on a basis of one new 
share for each two shares held; rights to expire March 
3, 1955. Price—$3 per share. Proceeds—For licensing 
activities and improving patent position and for work- 
ing capital. Office — 191 Main St., Tarrytown, N. Y. 
Underwriter—None. 


Tennessee Gas Transmission Co. (9/14) 
Aug. 14 filed $20,000,000 of debentures due 1973. Pro- 
ceeds—To repay bank loans. Underwriters—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Stone & Webster Securities 
Corp. and White, Weld & Co. (jointly). Bids—To be re- 
ceived up to 11 a.m. (EDT) on Sept. 14 at office of Cahill, 
Gordon, Zachry & Reindel, 63 Wall St., New York 5, N. Y. 


Tennessee Gas Transmission Co. (9/15) 
Aug. 14 filed 100,000 shares of a new class of preferred 
stock (par $100). Price—To be supplied by amendment. 
Proceeds—To repay bank loans. Underwriters—Stone 
G ——- Securities Corp. and White, Weld & Co. 
jointly). 


Textron Incorporated, Providence, R. I. 
June 25 filed 4,930 shares of 4% preferred stock, series A 
(par $100) to be offered in exchange for the 19,719 
shares of 5% cumulative preferred stock, series A (par 
$25) of Textron Puerto Rico, a subsidiary, on a one-for- 
four basis. Offer to expire Sept. 30, 1953. Statement 
effective July 31. 


® Thompson (H. 1.) Fiber Glass Co. (9/8-9) 

Aug. 17 filed 50,000 shares of capital stock (par $1). 
Price—To be supplied by amendment. Proceeds—To 

selling stockholders. Office—Los Angeles, Calif. Under- 
ee & Co., San Francisco and Los Angeles, 
alif. 


® Torrington Manufacturing Co., Torrington, Conn. 
Aug. 6 (letter of notification) 12,000 shares of common 
stock (par $6.25) being offered to common stockholders 
of record Aug. 4 on basis of one new share for each 10 
shares held; rights to expire on Sept. 4. Price—$20 per 
share. Proceeds—To erect and equip plant addition and 
for loan to Canadian subsidiary. Office—70 Franklin St., 
Torrington, Conn. Underwriter—None. 


United Mi & Leasing Corp. 
Cole. 


Central F 
May 4 (letter of notification) 115,000 shares of common 
stock. Price—At par (10 cents per share). Proceeds— 
For mining equipment. Underwriter — R. L. Hughes & 
Co., Denver, Colo. 





Universal Finance Corp., Los Angeles, Calif. 
July 27 (letter of notification) 12,000 shares of 6% cumu- 
lative preferred stock. Price -— At par ($25 per share). 
Proceeds—For working capital. Office—3460 Wilshire 
Blvd., Los Angeles, Calif. U —None. 

% Value Line income Fund, Inc., New York 
Aug. 24 filed 2,500,000 shares of capital stock. Price—At 
market. Proceeds—For investment. Underwriter—None. 


Walburt Oils Ltd., Toronto, Canada 
April 24 filed 660,000 shares of common stock (par $1) 
of which 550,000 shares will be offered in the United 
States and 110,000 shares in Canada. Price — $1.02 per 
share in U. S. and $1 per share in Canada. Preceeds— 
For general corporate purposes. Underwriter—Sidney S. 
Walcott, President of company, Buffalo, N. Y. 


Washington Water Power Co. 
May 7 filed 1,088,940 shares of $1.28 cumulative con- 
vertible preferred stock (par $25) and 1,088,939 shares of 
common stock (no par) to be issued in connection with 
the proposed merger into company of Puget Sound Pow- 
er & Light Co. on the basis of one-half share of pre- 
ferred and one-half share of common for each Puget 
Sound common share to holders who do not: elect to re- 
ceive cash at the rate of $27.per share. Underwriter— 
None. 
West Coast Pipe Line Co., Dallas, Tex. 

Nov. 20 filed $29,000,000 12-year 6% debentures due Dec. 
15, 1964, and 580,000 shares of common stock (par 50 
cents) to be offered in units of one $50 debenture and 
one share of stock. Price — To be supplied by amend- 
ment. Proceeds—From sale of units and 1,125,000 addi- 
tional shares of common stock and private sale of $55,- 
000,000 first mortgage bonds, to be used to build a 1,030 
mile crude oil pipeline. Underwriters—White, Weld & 
Co. and Union Securities Corp., both of New York. Of- 
tering—Postponed indefinitely. 


West Coast Pipe Line Co., Dallas, Tex. 
Nov. 20 filed 1,125,000 shares of common stock (par 50 
cents). Price—To be supplied by amendment. Proceeds 
—Together with other funds, to be used to build pipe- 
line. Underwriters — White, Weld & Co. and Union Se- 
curities Corp., both of New York. Offering—Postponed 
indefinitely. 


*% Westinghouse Air Brake Co. (9/16) 

Aug. 21 filed $35,000,000 of sinking fund debentures due 
Sept. 1, 1978. Price — To be supplied by amendment. 
Proceeds — To retire LeTourneau-Westinghouse bank 
loan of $30,000,000 and, together with other funds, to re- 
tire bank loan of Le Roi Co., another subsidiary. Under- 
writer—The First Boston Corp., New York. 


® Wisconsin Power & Light Co. (8/31) 

Aug. 5 filed $8,000,000 first mortgage bonds, series G. 
due Sept. 1, 1983. Proceeds—-To repay bank loans and for 
new construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Smith, Barney & Co. and Robert W. Baird & 
Co. (jointly); Union Securities Corp.; Salomon Bros. & 
Hutzler; White, Weld & Co. and Kidder, Peabody & Co. 
(jointly); Equitable Securities Corp.; The First Boston 
Corp. Bids—To be received up to noon (CDT) on Aug. 
31 at 20 No. Wacker Drive, Chicago 6, Ill. 


® Wisconsin Power & Light Co. 

Aug. 5 filed 20,000 shares of 480% cumulative preferred 
stock (par $100) being offered for subscription by pre- 
ferred stockholders of record Aug. 14, subject to allot- 
ment, and 329,194 shares of common stock to be offered 
for subscription by common stockholders of record Aug. 
14 on a 1-for-7 basis; rights to expire Sept. 8. Priee—For 
preferred, at par and dividends; and for common, $19.60 
per share. Preceeds — To acquire stock of Interstate 
Power Co. and for new construction. Underwriters— 
Smith, Barney & Co. and Robert W. Baird & Co. 


*% Worcester Gas Light Co. (9/29) . 

Aug. 25 filed $3,000,000 of first mortgage sinking fund 
bonds, series B, due Sept. 1, 1973. Proceeds—tTo retire 
bank loans and for new construction. Underwriters—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp.; 
Blyth & Co., Inc.; Kidder, Peabody & Co. Bids—Tenta- 
tively expected to be received up to 11:30 a.m. (EST) on 
Sept. 29 at company’s office, 10 Temple St., Cambridge, 


Prospective Offerings 


® American Fidelity & Casualty Co. (10/9) 

Aug. 26 it was stated registration is planned for around 
Sept. 15 of 150,000 shares of convertible preferred stock 
(par $5) to be offered for subscription by common stock- 
holders on a share-for-share basis, about Oct. 9; rights 
to expire Oct. 24. Certain stockholders have waived their 
rights to purchase the new shares. Price—To be named 
later. Proceeds — For working capital. Underwrite r— 
Geyer & Co., New York. 


American T & Telegraph Co. 
Aug. 19 directors voted to recommend to stockholders 
that they authorize a new issue of convertible debentures 
in an amount not to exceed $625,000,000 at a meeting to 
be held on Oct. 14. Price—Expected at par. 
For advances to subsidiary and associated 
ong p eames Offering—To be made to stock<- 

olders. 


American Water Works Co., Inc. ; 
July 29 it was reported company may do some preferred 
stock financing following private placement of an issue 
of bonds. Underwriter — Probably The First Boston 


SS coe Se eee. 


Offering—Not imminent 
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Arkansas Power & Light Co. 

March 20 it was announced that company may consider 
refunding the outstanding 47,609 shares of $7 preferred 
stock (no par) and 45,891 shares of $6 preferred stock 
(no par), both callable at $110 per share. Underwriters— 
To be determined by competitive bidding. Probable bid- 
ders. Blyth & Co., Inc, and Equitable Securities Corp. 
(jointly); W. C. Langley & Co., and The First Boston 
Corp. (jointly); Kidder, Peabody & Co., and Merrill 
Lynch, Pierce, Fenner & Beane (jointly); Union Securi- 
ties Corp. 


Atlantic City Electric Co. 
Aug. 17, B. L. England, President, indicated that the 
eompany early next year expects to raise $14,000,000 to 
$16,000,000 through the sale of bonds and both preferred 
and common stock. Proceeds—To repay bank loan and 
for new construction. 


Atiantic Refining Co. 
March 27 it was announced that proposed debenture 
issue later this year will be around $60,000,000. The 
exact nature and timing of the financing are still to be 
determined. Stockholders voted May 5 to increase the 
authorized debt from $75,000,000 to $150,000,000. Pro- 
eeeds—To be used to help pay for a $100,000,000 con- 
struction program for 1953. Underwriters—Smith, Bar- 
mey & Co. may head group. 

Aztec Oil & Gas Co. 
Aug. 11 it was reported company’s common stock (held 
by Southern Union Gas Co.) may be offered to stock- 
holders of the parent company on a pro rata basis under 
a proposed divestment plan. 

Bates Manufacturing Co. 
June 25 it. was reperted company planned to offer and 
sell 750,000 additional shares of common stock. Pro- 
@eeds—To purchase properties in the South. Under- 
writers—Probably Coffin & Burr, Inc., Boston, Mass., 
and The First Boston Corp., New York. Plan Opposed— 
Consolidated Textile Co., Inc., is opposing the proposed 
financing. 

Blair Holdings Corp. 
June 24 it was announced company plans to issue and 
sell publicly $2,000,000 of convertible debentures. Pro- 
@eeds — For development of Stanwell Oil & Gas Ltd. 
mewly acquired subsidiary. Underwriters—Blair, Rollins 
& Co. Inc. and The First California Co. 

Central Maine Power Co. 
Jan. 2 it was reported company plans sale later this 
‘year of $10,000,000 common stock (in addition to $10,- 
00,000 of Ist & gen. mtge. bonds sold March 10, 1953), 
mfter distribution by New England Public Service Co. of 
ats holdings of Central Maine Power Co common stock 
Wrobable bidders: Blyth & Co., Inc. and Kidder, Peabody 
4 Co. (jointly); Coffin & Burr, Inc.; A. C. Allyn & Co., 
nc. and Bear, Stearns & Co. (jointly); Harriman Ripley 
& Co., Inc. 


Central-Penn National Bank of Philadelphia 
July 24 it was reported Bank plans to issue and sell to 
ts stockholders of record Sept. 22 an additional 124,125 
shares of capital stock (par $10) to be offered on a 
1-for-3 basis. Price—$30 per share. Preceeds—To in- 
«crease capital and surplus. Underwriter—Stroud & Co., 
Znc., Philadelphia, Pa. 


Central Power & Light Co. 
March 2 it was reported company may issue and sel 
50,000 shares of new preferred stock. Underwriters—To 
@e determined by competitive bidding. Probable bidders: 
Stone & Webster Securities Corp.; Lehman Brothers 
and Glore. Forgan & Co. (jointly); Blyth & Co., Inc., 
Wiarriman Ripley & Co., Inc. and Smith, Barney & Co. 
Qointly); Salomon Bros. & Hutzler. 

Columbia Gas System, Inc. 
April 6 it was announced company plans to issue and 
ssell later this year $40,000,000 of new debentures. Pro- 
“ceeds—To repay bank loans and for construction pro- 
gram. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co. 

Detroit Edison Co. 
March 24 it was announced company plans to issue an 
winspecified amount of convertible debentures due 1963 
about $55,000,000 to carry an interest rate not exceeding 
4%) which may first be offered for subscription by 
stockholders. Preceeds—To retire bank loans and to meet 
construction costs. Meeting—Stockholders on April 14 
authorized the new debentures. Underwriter—None. 


% Eastern industries, Inc. 
Aug. 20 stockholders were to vote to create an issue of 
200,000 shares of preferred stock (par $10), a portion of 
which will be offered publicly. Underwriters — Blair, 
Rollins & Co., Inc. and Cohu & Co., both of New York. 
Registration—Expected in September. 

Eastern Utilities Associates 
Feb. 20 it was announced company plans sale of $7,000,- 
@00 collateral trust mortgage bonds due 1973. Under- 
~writers—To be determined by competitive bidding. Prob- 
mble bidders: Halsey, Stuart & Co. Inc.; Estabrook & 
Co. and Stone & Webster Securities Corp. (jointly); The 
First’ Boston Corp., White, Weld & Co. and Kidder, Pea- 
‘body & Co. (jointly); Glore, Forgan & Co. and Harriman 
Ripley & Co. Inc. (jointly). 

Excelsior Insurance Co. of New York 

(Syracuse, N. Y.) 

Aug. 11 stockholders approved a proposal to issue and 
sell 30,000 additional shares of capital stock (par $6). 
Price—$10 per share. Proceeds—To increase capital and 
surplus. 


First Railroad & Banking Co. of Georgia 
May 4 it was announced that this new company wil) 
offer stockholders of Georgia Railroad & Banking Co. 
in exchange for each share held, one share of the new 
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company’s stock, the right to subscribe within 30 days 
for 13 additional shares at $4.10 per share and a $250 
collateral trust 5% bond due May 1, 1990; the offer to 
become effective upon acceptance by 95% of the out- 
standing stock. An additional 210,000 of the new shares 
would be purchased by the underwriters, plus any of 
the unsubscribed shares. Proceeds—To retire $2,190,000 
of Georgia Railroad & Banking Co. debentures held by 
an insurance firm. Underwriters—Johnson, Lane, Space 
& Co. and Joseph Walker & Sons. 


General Controls Co. 
July 27 it was reported company may do some financ- 
ing this Fall. Underwriter — Probably Dean Witter & 

oO. 

® Genera! Electric Co. 
Aug. 24 company received SEC authority to acquire its 
distributive portion of portfolio stocks being distributed 
by New England Public Service Co. pursuant to that 
company’s plan of liquidation and dissolution. By reason 
of its ownership of NEPSCO stocks, General Electric will 
be entitled to receive 97,030.95 shares (3.89%) of the 
common stock of Central Maine Power Co.; 45,690.45 
shares (3.89%) of the common stock of Public Service 
Co. of New Hampshire; and 20,730.20 shares (2.72%) of 
the common stock of Central Vermont Public Service 
Corp. General Electric proposes to sell or otherwise dis- 
pose of such securities within a period of one year 
from the date of such acquisition (subject to its right to 
apply for additional time to dispose of such securities). 


% General Motors Acceptance Corp. (9/15) 

Aug. 26 it was announced that corporation expects to 
file a registration statement with the SEC on Friday 
(Aug. 28) to cover an issue of $150,000,000 eight-year 
debentures, due Sept. 15, 1961. Proeceeds—To be used to 
finance increased volume of business. Underwriter— 
Morgan Stanley & Co., New York. 


General Telephone Co. of Kentucky 
April 27 it was reported early registration is expected 
of 50,000 shares of cumulative preferred stock (par $50). 
Underwriters — Probable Paine, Webber, Jackson & 
Curtis and Stone & Webster Securities Corp. 


Government Employees Corp., Washington, D. C. 
March 18 stockholders authorized an issue of 3,000 shares 
of preferred stock (par $100) to carry a cumulative divi- 
dend rate not to exceed 6% annually. The management 
states that, under present plans, these shares will be 
issued as the growth of the corporation warrants. 

Greenwich Gas Co. 

May 7 the Connecticut P. U. Commission authorized 
company to issue and sell $200,000 of first mortgage 
bonds and $423,000 par value of common stock (the 
latter first to stockholders). Proceeds—To retire bank 
loans. Underwriter—F. L. Putman & Co., Boston, Mass. 


* Hartford Electric Light Co. 
July 29 it was reported company plans to offer to its 
common stockholders 105,500 additional shares of com- 
mon stock on a 1-for-8 basis before Dec. 31, 1953, prob- 
ably without underwriting. Proceeds—For construction 
program. 

idaho Power Co. 
Aug. 6, officials of Blyth & Co., Inc. and Bankers Trust 
Co., New York, testified before the Federal Power Com- 
mission that this company plans to raise $184,550,000 
to finunce construction of three hydro-electric projects 
on Snake River, Idaho. If approved, the financing will 
consist of $105,000,000 of bonds through 1962; $27,400,000 
of preferred stock; and $52,150,000 of common stock. 
Throughout the financing period, the company would 
borrow and repay $29.000,000 of short-term loans. Final 
financing details would depend on market conditions. 


® tndiana & Michigan Electric Co. (9/29) 

Aug. 14 it was reported company is planning issuance 
and sale of $15,000,000 first mortgage bonds due 1983 
and $5,000,000 to $7,000.000 of preferred stock, late in 
September or early in October. Underwriters—To be 
determined by competitive bidding. Probable bidders: 
(1) For bonds: Halsey, Stuart & Co. Inc.; The First Bos- 
ton Corp.; Kuhn, Loeb & Co.; Union Securities Corp.; 
Harriman Ripley & Co. Inc. (2) For preferred: The First 
Boston Corp.; Lehman Brothers; Union Securities Corp. 
SEC permission has been given to company to see if a 
better price for the preferred stock could be received 
by negotiation. Bids—For bonds: Expected about Aug. 28. 

Long Island Lighting Co. 

April 21 it was announced that company this Fall plans 
to issue and sell in the neighborhood of 600,000 shares 
of new common stock to be followed in the latter part of 
the year by an issue of about $25,000,000 of first mort- 
gage bonds (this is in addition to 100,000 shares of 
series C preferred stock, par $100, offered publicly on 
May 7). Proceeds—To repay bank loans and for new 
construction. Underwriters—(1) For common stock 
probably Blyth & Co., Inc. and The First Boston Corp. 
(jointly). (2) For bonds to be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Blyth & Co., Inc. and The First Boston Corp. 
(jointly); W. C. Langley & Co.; Smith, Barney & Co. 


Maier Brewing Co., Los Angeles, Calif. 
April 18 it was announced company will offer 400,000 
additional shares of common stock to its stockholders at 
rate of four new shares for each share held. Price—$5 
per share. Preoeeds — To help finance a new bottling 
plant. Underwriter—None. 


Menabi Exploration Co., Inc., Houston, Tex. 
April 8 it was announced company plans to issue and 
sell $1,000,000 of convertible debentures. Proceeds—To 
finance development of oil properties in Ecuador. Under- 
writer—Kidder, Peabody & Co., New York. 

Mill Creek Chemical Co. 

July 24 it was reported that company may do some fi- 
nancing in connection with its plan to build an anhydrous 
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ammonia plant in the Salt Lake City area to cost about 


aia Underwriter — Glore, Forgan & Co., New 
ork. 


Milwaukee Gas Light Co. 

July 7 company sought SEC approval of a bank loam 
of $9,000,000 the mature Aug. 1, 1954. These borrowings; 
plus retained earnings, are designed to finance expansiom 
pending formulation of permanent financing prior te 
maturity of notes. Probable bidders for bonds: Halsey, 
Stuart & Co. Inc.; Glore, Forgan & Co. and Lehman 
Brothers (jointly); Smith, Barney & Co. and Blyth & 
Co., Inc. (jointly); Kuhn, Loeb & Co.; Kidder, Peabody 
& Co.; Harriman Ripley & Co. Inc. 


Minnesota Power & Light Co. 
Aug. 3 it was announced stockholders will vote Oct. 13 
on increasing the authorized common stock (no par) 
from 2,000,000 shares (858,047 shares outstanding) to 3,- 
000,000 shares and on approving a 2-for-1 stock split. 
This will place the company in a position to proceed 
promptly with any new financing that may become 
necessary. Immediate offer not contemplated. Under- 
writers—May be determined by competitive bidding 


one bidders: Kidder, Peabody & Co.; Blyth & Ce. 
ne. 


® Mississippi Power Co. (10/6) 

July 20, L. P. Sweatt, President, announced company 
plans to issue and sell $4,000,000 of 30-year first mort— 
gage bonds due 1983. Proceeds — For construction pre- 
gram. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. pe 
Union Securities Corp.; Equitable Securities Corp. 
Drexel & Co. (jointly); Merrill Lynch, Pierce, Fenner & 
Beane; Kidder, Peabody & Co.; The First Boston Corp. 
Bids—Expected to be received up to 11 a.m. (EST) on 
Oct. 6 at Suite 2000, 20 Pine Street, New York, N. Y. 


New England Gas & Electric Association 
(9/30-10/1) 
July 24 company sought SEC permission to issue and sell 
194,916 shares of common stock (par $8) to be offered 
for subscription by common stockholders at the rate of 
one new share for each 10 shares held (with a 16-day 
standby). An oversubscription privilege is also provided. 
Price—To be announced later. Proceeds—To retire bank 


eng Dealer-Manager—The First Boston Corp., New 
ork. 


New York State Electric & Gas Corp. 
Feb. 27 it was reported that company may, later in 1953, 
issue and sell $20,000,000 first mortgage bonds (fotlowing 
private sale of 75,000 shares of 4.40% preferred stock, 
par $100 in February and $5,000,000 of 334% debentures 
due 1991 in April). Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; The First Boston Corp. and Glore, Forgan 
& Co. (jointly); Blyth & Co., Inc. and Smith, Barney 
& Co. (jointly); Hemphill, Noyes & Co. and Drexel 
& Co. (jointly); Kidder, Peabody & Co. and Salo- 


mon Bros. & Hutzler (jointly); Lehman Brothers; Har- 
riman Ripley & Co., Inc. 


Northern Natural Gas Co. 
July 17 Harry H. Siert, Treasurer, announced that stock- 
holders will vote Aug. 24 on authorizing an issue of 
750,000 shares of preferred stock, of which it is planned 
to issue and sell 250,000 shares (par $100) this, Fal. 
Proceeds—For expansion program. Underwriter—Blyth 
& Co., Inc., handled recent common stock financing. 


Northwest Natural Gas Co. 
March 23 it was reported that this company plans te 
finance its proposed 1,300-miles pipeline from Canada te 
the Pacific Northwest by the issuance and sale of $66,- 
000,000 of 442% first mortgage pipeline bonds to insuz~ 
ance companies and other institutional investors and $9,- 
000,000 of 5% debentures and 1,400,000 shares of commen 
stock at $10 per share publicly in the United States and 
Canada. Underwriter—Morgan Stanley & Co., New York. 


Ormond Corp., Albuquerque, N. M. 
March 10 it was announced company plans to register 
with the SEC an issue of stock, which will be offered 
nationally. Office—5003 Central Avenue, N. E., Albu- 
querque. N. M. 


Otter Tail Power Co. 
June 25 FPC authorized company to issue 2 maximum 
of $4,000,000 unsecured promissory notes to banks, the 
proceeds to provide funds to temporarily finance the 
company’s 1953 and 1954 construction programs prior te 
arranging for long-term financing. Underwriters—May 
be Glore, Forgan & Co. and Kalman & Co. 
* Pacific Gas & Electric Co. (9/21) 
Aug. 19 it was announced early registration is expected 
of an issue of 1,946,829 additional shares of common stock 
(par $25) which are to be offered for subscription by 
common stockholders of record Sept. 15 on the basis of 
one new share for each seven shares held; rights to ex- 
pire on or about Oct. 2. Warrants are expected to be 
mailed on Sept. 18, and the subscription period is ex- 
pected to open on Sept. 21 and close on Oct. 6. Pricee— 
To be determined prior to the effective date of the regis- 
tration statement. Proceeds—To repay bank loans and 
for new construction. Underwriter—May be Blyth & 
Co., Inc., San Francisco, and New York. 

Pacific Northwest Pipeline Corp. 
Jan 29 company received FPC permission to file a third 
substitute application proposing to construct a 1,466 
mile transmission line extending from the San Juan 
Basin in New Mexico and Colorado to market areas ip 
the Pacific Northwest. Estimated overall capital cost 
of the project is $186,000,000, including $2,000,000 for 
working capital. Financing is expected to consist of first 
mortgage pipe line bonds and preferred and commor 


Continued on page 34 

































































































_ Garrett & Co., Dallas, Texas. 
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stocks. Underwriters—White, Weld & Co. and Kidder, 
Peabody & Co., both of New York, and Dominion Secu- 
rities Corp. Ltd., Toronto, Canada. 


Pacific Telephone & Telegraph Co. ; 
July 2 it was announced company plans to issue and 
sell to its stockholders 1,004,603 additional shares of 
capital stock on a 1-for-7 basis. Price—At par (100 per 
share. Proceeds—To repay bank loans. Underwriter— 
None. American Telephone & Telegraph Co., parent, 
owns 91.25% of Pacific’s outstanding stock. (See also 
proposed bond financing under “Securities Now In Reg- 
istration” in a preceding column of this issue.) 


Pennsylvania Water & Power Co. 
Aug. 11 it was reported company is considering issu~ 
ance and sale of from $9,000,000 to $10,000,000 additional 
bonds. Proceeds—For construction program. Under- 
writer—May be The First Boston Corp., New York. 
Offering—Expected to be made privately. 


Permian Basin Pipeline Co., Chicago, Ill. 

Feb. 4 company filed an amended application with FPC 
for authority to construct a 163-mile pipeline system at 
an estimated cost of $40,269,000. Financing may be done 
privately. Underwriters — Stone & Webster Securities 
Corp. and Glore, Forgan & Co., both of New York. of 
the stock of this company, 51% is now owned by North- 
ern Natural Gas Co. 


Petroleum Service, Inc. (Texas) a 
Aug. 4 it was reported company is considering issue and 
sale of $300,000 of 6% debentures due 1963 (convert- 
ible into common stock). Underwriters — Probably 
Offering—Expected this 
fall. Stockholders will vote Sept. 19 on approving fi- 
nancing. 


® Public Service Electric & Gas Co. (10/28) 

Aug. 20 it was reported company plans to issue and sell 
$30,000,000 of first mortgage bonds due 1983. _Under- 
writers — May be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb 
& Co. and Lehman Brothers (jointly); Morgan Stanley 
& Co. and Drexel & Co. (jointly); The First Boston 
Corp. If by negotiated sale, Morgan, Stanley & Co., 
Drexel & Co. and Glore, Forgan & Co. may head syndi- 
cate. Bids—Expected late in October. Registration— 
Planned for Sept. 30. 


Raytheon Manufacturing Co. 

July 27 it was reported company may offer to common 
stockholders about 435,388 additional shares of common 
stock (some time in the future) on a 1-for-5 basis. 
Underwriters—Hornblower & Weeks and Paine, Webber, 
Jackson & Curtis. Meeting—Stockholders to vote Sept. 
17 on increasing authorized common stock from 3,000,000 
to 4,000,000 shares. Offering—Not imminent. 


Riddle Airlines, Inc., New York 
Aug. 11 it was announced company plans future public 
financing to secure cargo transport aircraft. 


Rockland Light & Power Co. 
Nov. 12, 1952 F. L. Lovett, President, announced com- 
pany expects to raise about $24,000,000 in the next two 
years through sale of bonds, and preferred and common 
stock, viz: $5,500,000 of first mortgage bonds and $5,500,- 
000 preferred stock in 1953 and $6,000,000 bonds, $6,000,- 
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000 preferred stock, and $1,000,000 common stock in 
1954. Proceeds—To retire bank loans (which at July 15 
totaled $6,867,000) and for expansion program. Under- 
writers—For bonds and preferred stock may be ¢eter- 
mined by competitive bidding. Probable bidders: (1) 
For bonds: Halsey, Stuart & Co. Inc.; First Boston Corp. 
and Salomon Bros. & Hutzler (jointly); Stone & Webster 
Securities Corp.; Lehman Brothers, Bear, Stearns & Co. 
and A. C. Allyn & Co., Inc. (jointly); Merrill Lynch, 
Pierce, Fenner & Beane; Estabrook & Co. (2) For pre- 
ferred—Stone & Webster Securities Corp.; Lehman Bro- 
thers; W. C. Langley & Co.; Estabrook & Co. and Kid- 
der, Peabody & Co. (jointly). Common stock will prob- 
ably be offered for subscription by stockholders. Offer- 
ing—Expected during the Fall of 1953. 


Seaboard Finance Co. : 
Aug. 11 it was reported company may do some public 
financing (probably in the form of debentures) before 
the end of this year. Underwriter—May be The First 
Boston Corp., New York. 


* Segal Lock & Hardware Co., Inc. 

Aug. 24 it was announced stockholders will vote Sept. 
14 on authorizing an issue of $975,000 of convertible de- 
bentures (each $100 principal amount to be convertible 
into 6624 shares of capital stock). Proceeds—To acquire 
remaining 50% of stock of Arrow Lock Corp. Under- 
writers—For $115,000 of debentures: Edward C. Sterling, 
Meade Johnson and I. D. Robbins, all directors of the 
company, who will also have the privilege to purchase 
any debentures not subscribed for by other stockholders. 


South Georgia Natural Gas Co. 
Feb. 19 it was announced a FPC Presiding Examiner 
filed a decision, subject to Commission review, author- 
izing the company to construct 335 miles of pipeline 
in Alabama. Georgia and Florida at an estimated cost 
of $8,141,518. Rehearing by FPC to be held Aug. 10. 


* Southern New England Telephone Co. 


Aug. 17 it was reported company plans an offering of 
500,000 additional shares of common stock to common 
stockholders on a 1-for-8 basis. Offering—Expected 
early in October. Underwriter—None. 


*% Southern Pacific Co. (9/10) 


Bids will be received by the company up to noon, (EDT) 
on Sept. 10 for the purchase from it of $5,250,000 equip- 
ment trust certificates, series KK, to be dated Sept. 1, 
1953 and to mature in 15 equal annual instalments up to 
Sept. 1, 1968, inclusive. Probable bidders: Halsey, Stuart 
& Co. Inc.; Salomon Bros. & Hutzler. 


Southwestern Development Co. 
See Westpan Hydrocarbon Co. below. 


thwestern Gas & Electric Co. 


April 29 it was announced company later this year will 
issue and sell 50,000 shares of cumulative preferred 
stock (par $100). Underwriters — May be determined 
by competitive bidding. Probable bidders, White Weld 
& Co. and Kidder, Peabody & Co. (jointyl); W. C. Lang- 
ley & Co. and Paine, Webber, Jackson & Curtis (jointly); 
Harriman, Ripley & Co. Inc.; Merrill Lynch, Pierce, 
Fenner & Beane and Union Securities Corp. (jointly); 
Lehman Brothers; Blyth & Co. Inc., and Stone & Webster 
Securities Corp. (jointly). 
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formation and discussion, not for 
legislation. 


Neither is the UN “a great ad- 


misquoted 


we can’t. 


should and he promptly admitted 
In his speech to the 


Southwestern Public Service Co. 


Aug. 6 it was announced company plans to issue and 
sell about $20,000,000 of securities (to consist of around 
$12,000,000 bonds; from $2,600,000 to $3,000,000 of pre- 
ferred stock; and the remainder in cOmmon stock, the 
latter to be offered first to stockholders on a 1-for-13 
basis). Underwriter—Dillon, Read & Co., New York. 
Offering—Expected in January or February 1954. 


Transcontinental Gas Pipe Line Corp. 


May 4 it was reported company may issue some con- 
vertible preferred stock before the Fall. Underwriters 
—Probably White, Weld & Co. and Stone & Webster 
Securities Corp., both of New York. 


Trans-Penn Transit Corp. (Pa.) (8/31) 


Aug. 17 it was announced that all of the issued and 
outstanding capital stock of this corporation (404,500 
shares of common stock, par $1) will be sold by 
61 Broadway Corp. at a judicial auction on Aug. 31 (at 
noon) in Room 325, County Court House, Pear! & Centre 
Sts., New York, N. Y. 


Virginia Electric & Power Co. 
Aug. 7 it was reported company may issue and sell about 
$12,000,000 additional common stock this Fall. Under- 
writer—Stone & Webster Securities Corp., New York. 


* Wabash RR. Co. (9/3) 

Bids will be received by the company at 44 Wall St., New 
York 5, N. Y., up to noon (EDT) on Sept. 3 for the pur- 
chase from it of $2,820,000 equipment trust certificates, 
series E, to be dated Sept. 1, 1953, and to mature annually 
from Sept. 1, 1954 to 1968, inclusive. Probable bidders: 
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler; 
Kidder, Peabody & Co., Dick & Merle-Smith and Wood, 
Struthers & Co. (jointly). 


West Coast Transmission Co. 
April 1 it was stated company may issue and sell $59,- 
600,000 of 4% first mortgage bonds to insurance com- 
panies (including Prudential Insurance Co. of America, 
New York Life Insurance Co.; Northwestern Mutual Life 
Insurance Co. and several Canadian companies): $25,- 
000,000 of 3% to 4% short-term notes to the National 
City Bank of New York; and about 3,500,000 shares of 
common stock for about $30,000,000. Proceeds—To fi- 
nance construction of a natural gas pipe line from the 
Canadian Peace River field to western Washington and 
Oregon. Underwriter—Eastman, Dillon & Co., New York. 


Western Massachusetts Companies 
June 30, H. J. Caldwell, President, stated trustees are 
studying plan to issue and sell additional common stock 
which would provide the company’s electric subsidiary 
with sufficient funds to retire not exceeding one-half of 
an $8,000,000 bank loan. A total of 978,527 no par com- 
mon. shares are presently outstanding. Offering -— Ex- 
pected. before end of 1953, subject to market conditions. 


Underwriters — May be The First Boston Corp., New 
York. 


Westpan Hydrocarbon Co. 
July 1 SEC granted Sinclair Oil Corp. an extension of 
six months from June 21, 1953, in which to dispose of its 
holdings of common stock in Westpan and the South- 
western Development Co. Sinclair owns 384,860 shares 
(52.85% ) of the stock of each of the other two companies. 
Underwriter—May be Union Securities Corp., New York. 





as saying that we national, Chicago, 1935 to 1947; 


and Rotary Consultant at UN 
Conference in San Francisco, 1945. 


Last of Commentaries on an 
“Inside Viewofthe United Nations’ 


that two of the six non-perma- 
nent members of the Security 
Council are elected every year 
proves either carelessness or lack 
of familiarity with the Charter. 
Three are elected each year for 
two-year terms. 


All 23 non-permanent members 
mentioned were Charter members 
and the U. S. went into the UN 
knowing they were in it. More- 
over, they had all been associated 
with the fighting allies who called 
themselves “United Nations.” 


. Their election by the General 
Assembly was by secret ballot in 
which the U. S. participated. The 
three elected last October, Co- 
lembia, Lebanon and Denmark, 
were elected by almost unanimous 
votes: 58 out of 60 for Colombia 
and Lebanon; 56 out of 60 for 
Denmark. 

Mr. Robertson and others of us 
have a right not to like “military 
despotisms,” but we can’t make 
them over. We wrote into the 
Charter the principle of sovereign 
equality which means that we 
must not interfere with domestic 
affairs of other nations. 


I have passed up most of Mr. 
Robertson’s comments on 
vidual nations because of 


indi- 
the 


principle mentioned in the pre- 
ceding paragraph. But Id like to 
ask this question about Egypt: Is 
Gen. Naguib worse or better than 
King Farouk who was in power 
when the UN was formed and 
who ruled with the support of 
the Wafdists? 

Lebanon may be “a very new 
arrival in the family of nations,” 
but her civilization is much older 
than that of the U. S. and her 
leading representative in the UN, 
who is also her Minister to the 
U. S., is Charles Malik, who can 
be equalled by very few Christian 
statesmen in any country. 

Pakistan is another “new- 
comer,” as a nation, but another 
old timer in civilization. 

Again, Mr. Robertson gets onto 
the world government bogey, ask- 
ing if the Security Council is “a 
World Parliament.” Neither the 
Security Council nor the General 
Assembly nor the whole UN is a 
World Parliament in the usual 
sense of that term which means 
legislative body. The Assembly, 
in particular, is a parliament in 
the literal sense, i.e., a place for 
speaking. It is sometimes called 
the “Town Meeting of the World.” 


But “town meetings” are for in- 


ministrative body,” except as its 
members ask it to administer cer- 
tain operations on their behalf. 
And here it is well to note that 
nearly all its decisions are taken 
by majorities ranging from 
to 9/10. And almost invariably, 
the U. S. is in that majority. In- 
deed, I cannot recall a vote of 
importance when we were not in 
the majority. 
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General Comments 


(1) The 60 members of the UN 
typify the world as it is today, 
the world in which all of us must 
live. Imperfect as it admittedly 
is (a human institution, less than 
eight years old—born 10-24-45) it 
is the best presently available in- 
strument to meet the world situa- 
tion. 


(2) To a considerable extent, 
the Security Council has been 
supplanted by the General Assem- 
bly under the “Uniting for Peace” 
resolution of 1950. (I recommend 
a reading of A. H. Feller’s “United 
Nations and World Community” 
to show this and other develop- 
ments.) One evidence of the place 
to which the Security Council has 
been relegated (partly by Russia’s 
abuse of the veto) is the fact that 
it held no meetings in June, 1953; 


indeed the last previous meeting 
appears to have occurred on Dec. 


23, 1952. 
(3) The U. S., strong as it is, 
cannot “go it alone.” Taft was 


Junior Chamber of Commerce in 
Minneapolis last June, President 
Eisenhower said: “This nation and 
all nations defending freedom, 
everywhere in the world, are one 
in their common need and their 
common cause — and none can 
safely seek security alone.’ Re- 
peatedly, the President has ex- 
pressed his determination to sup- 
port the UN. 

(4) Criticism, especially the 
kind that is not constructive, does 
not offer a better substitute, is 
less useful and effective than de- 
termination to use and to improve 
what is not yet perfect. In the 
book mentioned above, Mr. Feller 
says: “The binding force of. a con- 
stitution is the devotion of the 

le to its. principles and their 
determination to abide by its pre- 
scriptions.” ; 

ou may recall that the pre- 
amble to the Charter begins thus: 
“We, the Peoples of the United 
Nations, determined to save suc- 
ceeding generations from the 
scourge of war. .. .” It is that 
determination to use the best we 
have today and make it better 
that is more needed than petty 
criticism of its weaknesses, 


EDITOR’S NOTE—tThe author 
of the foregoing commentary, Mr. 
Cyrus P. Barnum, was Director, 
International Relations Project, 


University of Minnesota, 1931 to 
1935; Executive Assistant and As- 
sistant Secretary of Rotary’ Inter- 


By visits to UN headquarters, 
contacts with its leaders and by 
correspondence, he keeps in touch 
with this international agency. 


GEORGE N. SHUSTER 


President, Hunter College, 
New York City 

I have read Mr. Robertson’s 
essay with interest. What he says 
is true enough but it is not the 
whole truth. That the world is in 
the state it happens to be in is not 
the fault of the UN but results 
logically from blunders made 
during and after the war. 

It seems to me that if Mr. Rob- 
ertson took a good look at what is 
being done by the specialized 
agencies of the UN he might be- 
come less pessimustic. 


0. P. KRETZMANN 


President, Valparaiso University, 
Valparaise, Indiana ; 

I have always hoped, as se 
many other Americans have, that 
the United Nations would be the 
one thing that might lead us on 
the way to peace. Despite its in- 


ternal weaknesses it seems to 
have the happy effect, at least, of 
providing a “world town meeting 
of the air.” On the other hand, 
some of Mr. Robertson's strictures 
are so evidently correct that one 
must view the entire situation 
with a great deal of caution. 
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Cleveland Analysts 
To Hold Conference 


CLEVELAND, OHIO — The 
Cleveland Society of Security An- 
alysts has scheduled their initial 
Great Lakes Regional Conference 
Oct. 13 and 14. The first day is to 
_be devoted to industry forums and 
conferences with top corporation 
management; the second, to field 
trips. Luncheon speakers and a 
dinner meeting are also a part 
of the program. 


High-Low-Close of 
Most Active Stocks 
To Go on Ticker 


Starting on Monday, Aug. 31, a 
. tabulation of the opening, high, 
low and closing prices, as well 
as net change and volume, of the 
15 most active stocks will be 
printed on the stock ticker tape. 
These statistics will appear daily, 
following the closing bids and 
offers. 


_ DIVIDEND NOTICES 


DS Lcentiedediles 


111 Fifth Avenue Gy New York 3,N.Y. 


196TH PREFERRED DIVIDEND 

A quarterly dividend of 14% ($1.50 
a share) has been declared upon the 
Preferred Stock of THE AMERICAN 
Tovacco ComMPAny, payable in cash on 
October 1, 1953, to stockholders of 
record at the close of business Septem- 
ber 10, 1953. Checks will be mailed, 

Harry L. Hiryarp, Treasurer 
wise 25. 1953 





CITY INVESTING COMPANY 
25 BROAD STREET NEW YORK 4, N. Y. 


The Board of Directors of this company on 
August 20, 1953 emma = the Rey @ quarterly 


Gividend of $1.275 tstanding 
546% Series Cumu tive Preferred Stock of the 
company, payable October 1, 1953 to stockhold- 
ers of record at the close of business on Sep- 
tember 15, 1953. 

The Board of ny on 
August 20, 1053 declared an extra dividend of 
ten cents a share on La ommenes Common 
Stock of the compan 7. pays September 15, 
1953 to holders of record at the Close of busi- 
ness on September 1, 1953. 

The Board of Directors of this com 
August 20, -1953 


Directors of this com 


y on 
declafed a stock dividend of 
fifteen per cent on the $5.00 per value Common 
Stock of the company, payable September 25, 
1953 to holders of Common Stock of record at 
the close of business on September 1, 1953. 


EDWARD FRAHER, Secretary. 


—eqp— 


COMMERCIAL SOLVENTS 
Corporation 
DIVIDEND No. 75 

A dividend of twenty-five cents 
(25c) per shore has today been de- 
clored on the outstanding common 
stock of this Corporation, payable on 
September 30, 1953, to stockholders 
of record at the close of business on 
September 3, 1953. 


A. R. BERGEN, 
Secretary. 








August 24, 1953. 











Dividend Notice 


The Board of Directors 
Arundel Corporation has this day 
(August 25, 1953) declared thirty 
cents per share as a quarterly divi- 
dend, on the no par value stock of 
the corporation, issued and outstand- 
ing, payable on and after October 1, 
1953, to the stockholders of record on 
the corporation’s books at the close of 
business September 15, 1953. 


MARSHALL G. NORRIS, 
Secretary. 


of the 
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HOMESTAKE MINING COMPANY 
DIVIDEND NO. 889 


The Board cf Directors has declared Dividend 
No. 889 of forty cents ($.40) per share of $12.50 
par value Capital Sccck, payable September i1, 
be ad to stockholders of record September 1, 


Checks will be mailed by Irving Trust Com- 
pany, Dividend Disbursing Agent. 


JOHN W. HAMILTON, Secretary. 


August 7, 1953. 








Johns-Manville 


5 Md Corporation 
Ooucrs DIVIDEND 


The Board of Directors dectared a dividend 
of 75c per share on the Common Stock 
payable September 11. 1953, to holders of 
record September 1, 1953 


ROGER HACKNEY, Treasurer 








INTERNATIONAL 
HARVESTER 
COMPANY 


The Directors of International Harvest- 
er Company have declared quarterly 
dividend No. 154 of fifty cents (50¢) 
per share on the common stock payable 
October 15, 1953, to stockholders of 
record at the close of business on 
September 15, 1953. 


GERARD J. EGER, Secretary 








DALAL AAA 


INTERNATIONAL SALT 
COMPANY 


DIVIDEND NO. 157 


A dividend of FIFTY CENTS 
a share has been declared on the 
capital stock of this Company, 
payable October 1, 1953, to 
stockholders of record at the 
close of business on September 
15, 1953. The stock transfer 
books of the Company will not 
be closed. 


HERVEY J. OSBORN 
Exec. Vice Pres. & Sec’y. 


Pritititiniivisiliitiiiiitiiilitititil 








IRVING TRUST 
COMPANY 


One Wall Street, New York 


August 20, 1953 
The Board of Directors has this 
day declared a quarterly divi- 
dend of 25 eents per share on 
the capital stock of this Com- 
pany, par $10, payable October 
1, 1953, to stockholders of record 
at the close of business Septem- 
ber 1, 1953. 
STEPHEN G. KENT, Secretary 
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A dividend of fifteen cents 


SS 


(15¢) per share on the Com- 
mon Stock of this Corpora- 
tion was declared payable 
15, 1953, 
shareholders of record 
August 31, 1953. Checks 


will be mailed. 


A. WEDEMEYER 


TREASURER 


September to 


SSS MS SS 
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Philadelphia, Pa. 
August 21, 1953 


PHILLIES 
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MIAMI COPPER COMPANY 
61 Broadway, New York 6, N. Y¥. 
July 8, 1953 
A dividend of fifty (50c) cents per 
share has been declared, payable 
September 23, 1953, to stockholders of 
record at the close of business Sep- 
tember 9, 1953. The transfer books 
of the Company will not close. 


JOHN G. GREENBURGH, 
Treasurer. 








KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, New York, N. Y. 


August 21, 1953 


A cash distribution of One Dollar 
and Twenty-five cents ($1.25) a 
share has been declared today by 
Kennecott Copper Corporation, pay- 
able on September 28, 1953, to 
stockholders of record at the close 
of business on September 3, 1953. 


ROBERT C. SULLIVAN, Secretary 








The Parker Appliance Co. 
INCREASES DIVIDEND 


The Directors have declared an in- 
creased quarterly dividend of 25¢ 
per share on common stock of record 
September 8, 1953. This dividend 
will be paid September 21, 1953. 


F. E. Buescher, Secretary 


Pe rker 


Hydraulic and fluid 
system components 














LIBERTY 


PRODUCTS 
CORPORATION 


Farmingdale, New York 
August 25, 1953 
The Board of Directors of Liberty 
Products Corporation declared a 
regular quarterly dividend of 
Twenty Cents (20¢) per share on 
its common stock, payable Sep- 
tember 25, 1953 to stockholders 
of record at the close of business 

on September 11, 1953. 

William G. Holman 

Treasurer 
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PLASTICS 


CELANESE | 


} CORPORATION OF AMERICA. 
180 Madison Avenue, New York 16, N.Y. 


HE. Board of Directors has this day 

declared the following dividends: 
4% PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12'¢ per 
share, payable October 1, 1953, to 
holders of record at the close of busi 
ness September 4. 1953 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend 
the current quarter of $1.75 per share, 
payable October 1, 1953, to holders 
of rex the of business 
Sept rT 1953 


tor 


ora af 
iber 4 


| 
ciose 


COMMON STOCK 
25 cents per share 
25. 1953. to 


close of busir 


payab « September 
holders of record at the 
ess September 4, 1953 
R. O. GILBERT 


Secretary 


SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 143 


A QUARTERLY DIVIDEND of Seventy-five 

Cents ($.75) per share on the Common Stock 

of th been declared payable 

1. No. 165 B dear, 

nm Monday, tember 21, 

“y §- ecord at three o'clock 

. . on ‘Monty. August 31, 1953. The stock 

transfer books will not be closed for the pay- 
ment of this dividend. 

IDWIN, Treasurer. 


E. J. GOO! 
New York, N. Y., August 20, 1953. 
TENNESSEE 


me ORPORATION 


61 Broadway, New York 6, N. Y. 
July 15, 1953 
A dividend of fifty (50¢) cents 
per share has been declared, pay- 
able September 2.4, 1953, to stock- 
holders of record at the close of 
business September 10, 1953. 


JOHN G. GREENBURGH 
Treasurer. 














Tennessee fied 
Transmission 
Company 


DIVIDEND NO. 24 


The Board of Directors has de- 
clared a quarterly dividend of 35c 
per share on the Common Stock, 
payable October 1, 1953 to 
stockholders of record on 
September 4, 1953. 


J. E. IVINS, 
Secretary. 














95th Consecutive 
Dividend 


The Board of Directors at a 
meeting on August 19, 1953, de- 
clared a quarterly dividend of 
seventy-five cents per share on 
the capital stock, which will be 
payable September 14, 1953, to 
stockholders of record August 
28, 1953. 

Pau. E. SHroaps 
Vice Preeident & Treasurer 





CORPORATION 
SHREVEPORT, LOUISIANA 


Dividend Notice 


The Board of Directors has this date 
declared a dividend of thirty-one and 
one-quarter cents (314%4¢) per share 
on the Common Stock of the Corpora- 
tion, payable October 1, 1953, to 
stockholders of record at the close of 
business on September 10, 1953. 
B. H. Winnam 


August 26, 1953 Secretary 
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UTILITIES 
COMPANY 


DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 52 cents 
per share on the Common Stock 
of the Company, poyable 
October 1, 1953 to stockholders 
of record at the close of business 
September 1, 1953. 


; JOHN HUME 
\_ Avaus 21, 1953. 


Secretary 
JS 
TISHMAN REALTY & 
CONSTRUCTION CO. ina 


DIVIDEND NOTICE 

The Board of Directors de- 
clared a regular quarterly 
dividend of thirty-five cents 
(35c) per share on the Com- 
mon Stock and a regular 
quarterly dividend of twenty- 
five cents (25c) per share on 
the Preferred Stock of this 
corporation, both payable 
September 25, 1953, to stock- 
holders of record at the close 
of business September 14, 
1953. 

NORMAN TISHMAN, 

















President 





























ELECTRIC BOND AND SHARE 
COMPANY 


Two Rector Sr., ys 


IMPORTANT NOTICE 
To The 
Common Stockholders 


The Board of Directors has 
authorized a capital distribution 
on the Common Stock, subject to 
the approval of the Securities and 
Exchange Commission, of 17 shares 
of Common Stock of United Gas 
Corporation for each 100 shares of 
Electric Bond and Share Company 
Common Stock held, in accordance 
with the provisions of the Com- 
pany’s Final Comprehensive Plan 
for compliance with the Holding 
Company Act. The distribution 
will be made on October 5, 19553, 
to stockholders of record at the 
of business on August 31, 
No scrip representing frac- 
tions of full shares of United Gas 
Corporation Common Stock will 
be issued to stockholders. The 
Company's Agent will sell for the 
account of stockholders the num- 
of shares of United Gas Cor- 
poration Common Stock which 
would otherwise be represented by 
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scrip for fractional shares and the 
proceeds will be remitted to stock- 
holders entitled thereto. 


B. M. Berscnu. 
Secretary and Treasurer 
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Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 177 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 26 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on Orig- 
inal Preferred Stock; 


27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 

The above dividends are pay- 
able September 30, 1953, to 
stockholders of record Septem- 
ber 5, 1953. Checks will be 
mailed from the Company's 
office in Los Angeles, Septem- 
ber 30, 1953. 
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P. C. HALE, Treasurer 


August 21, 1953 
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Behind -the-Scene Interpretations 
from the Nation’s Capital 


WASHINGTON, D. C.—When 
President Eisenhower and his 
ional leaders conclave 
mext to decide the unhappy 
«question of whether there shall 
de a special session to boost the 
debt limit by $15 billion, they 
ought in the opinion of experi- 
enced political observers to give 
serious consideration to a broad 
expansion of the agenda of the 
#ession. 

In the first place, it is said, if 
other pieces of important legis- 
ation are disposed of at this 
session, it will take some of the 
spotlight off the fact that a spe- 
cial session was called for the 

of demonstrating that 

the Administration can’t see its 

way toward balancing the Fed- 

~s¢ @ral budget and reducing taxes 
“goon, as critics will say. 


Another curse of the special 
@ession is that it will finally 
tring out into the open some- 
@hing which is no secret to offi- 
@ial observers, to wit, that there 
will mot only be a much larger 
@eficit than the $5.6-billion un- 
@evised estimate for the current 
gear, but that there is every 
wrespect of a huge deficit in 
@iscal 1955 as well. 


Senator Harry F. Byrd .(D., 
Wa.), whose motive is trying to 
#ee clearly where the govern- 
ment is going financially, is 
likely to see that the facts are 
Srought out. Other Democrats, 
@erhaps from different motives, 
will see to it that the picture is 
Said out in its frigid bare out- 
Hines, even if Mr. Byrd doesn’t. 

Im any case the question of 
whether to push through with 
a request for a special session 
@o boost the debt limit gives the 
Administration the same happy 
choice a young man would face, 
@f deciding between marrying 
the ugly, irritable young woman 
with whom he became tempor- 
arily infatuated in a time of 
amebriation, or joining the For- 
eign Legion. 


Could Lighten 1954 Load 


(= Besides giving the President 
gzomething else to talk about 
@ther than the debt limit boost 
an a bedtime radio chat after 
the special session, a broadening 
f the agenda would help im- 
sneasurably, it is pointed out, in 
oe an impossibly packed 
Regislative agenda for the 1954 
Session. 


It doesn’t appear to have 
@awned upon Mr. Eisenhower's 
advisers what a box they have 
got themselves in by postpon- 
ang so many major issues until 
mext year. 


One of the major issues is 
Zaft-Hartley Act revision. That 
This will be quite a circus is 
evident from the “premature” 
mwevelation of the terms of Mr. 
Risenhower’s tentative propos- 
aisfor decapitating this Act in 
the interests of organized labor. 


Even though overall tax re- 
vision is going by force of cir- 
cumstance to be as moribund as 
the New Era of 1929, the formal 
bowing to these circumstances 
will be time-consuming and ex- 
tremely painful. 


Mr.Eisenhower and his 
‘Treasury Secretary are flatly 
committed to sending up a tax 
revision bill to equalize tax 
burdens and furnish incentives 
to individual initiative. In the 
Sight of the steadfastness with 
which government spending re- 


mains high, this catering to in- 
itiative cannot go so far as to 
reduce perceptibly the shackles 
of taxation. 


On the other hand, the re- 
doubtable Chairman Dan Reed 
(R, N. Y.) is determined to bring 
out a tax revision bill with in- 
centives to initiative in the form 
of lower tax burdens. Dan’s 
pitch will be that Andy Mellon 
steadily cut taxes after War I 
and Federal revenues steadily 
increased notwithstanding, for 
lower taxes, he says, causes 
business to move forward, in- 
crease production and profits, 
and hence even at lower rates 
pay more taxes. 


Calvin Coolidge was President 
of the United States when Andy 
Mellon was Secretary of the 
Treasury. Mr. Eisenhower hasn’t 
cozened to the Mellon-Coolidge 
idea, or he never would have 
asked for the extension of the 
Excess Profits Tax. 


Hits W & M Committee 


Even the considering of tax 
revision, even if to no purpose, 
will consume a great deal of the 
Ways and Means Committee’s 
time. However, that committee 
will be confronted immediately 
with a demand that it heave to 
and continue the corporation in- 
come tax rate of 52%, which 
otherwise on April 1 will drop 
down to 47%. 


However, just to keep the 
W&M Committee out of mis- 
chief, several higher selective 
excise tax rates alse expire 
March 31, and lower rates come 
into force unless extended by 
Congress. Although Mr. Eisen- 
hower at the regular session 
asked extension of these higher 
rates, Congress politely ignored 
the request. 


Overall revision plus dealing 
with expiring higher rates is 
sufficient to tie a committee up 
in knots during an election year 
session, when the boys are 
sneaking home for weeks at a 
time from whole state delega- 
tions, to give the voters a chance 
to see why they should be re- 
nominated by their parties in 
primaries. And they want to get 
out for keeps as soon as possible 
to work on the voting customers 
for the November election. 


Secial Security Arises 

However, Mr. Eisenhower laid 
a social security message before 
the Congress just before the 
adjournment in early August. 
This message proposed the cov- 
ering of some 10% millions 
more persons into the alleged 
insurance system for the aged. 
The President also kindly re- 
minded the MC’s that he would 
have some more ideas later on 
for improving the system when 
his experts had done with their 
studying of this subject. 


This is another hot one. A 
good many members, including 
Dan Reed and his social security 
subcommittee chairman, Rep. 


Carl T. Curtis (R., Kans.) think 
it’s about time that they look 
over the entire “Old Age and 
Survivors Insurance” scheme 
and see if they can make it 
either an insurance scheme or a 
solvent, pay-as-you-go scheme 
for providing minimum pen- 
sions for all the aged. 


This alone would be a major 
undertaking virtually sufficient 
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to occupy the committee for an 
entire 6-month session. 


Add Reciprocal Trade 


However, the entire question 
of U.S. trade relations with for- 
eign countries again arises in 
1954. The President got himself 
a commission to study this sub- 
ject also, as the Reciprocal 
Trade Agreements Act was ex- 
tended with little change for 
one year. 


If Reciprocal Trade is to be 
continued, it will be necessary 
to provide the President with 
powers to reduce duties still 
more, in order that further or 
supplementary trade  agree- 
ments can made with foreign 
nations. 


This poses the question, deli- 
cate in an election year, of ask- 
ing the members to vote for a 
still further general lowering of 
the level of U.S. tariffs against 
imports. 


By an unhappy coincidence, 
this also is a subject under the 
jurisdiction of the already 
heavily loaded Ways and Means 
Committee. 


From the point of view of the 
Ways and Means Committee's 
workload, the menu is simply 
impossible. Even if a_ special 
session were to work off one of 
these major subjects, the com- 
mittee would still be too busy 
next year. However, it may be 
that a special session could not 
operate on any subject, for none 
of Mr. Eisenhower’s study com- 
missions will be ready to report. 


Other Issues 


Moreover, the Administration 
is required to make up its mind 
about what to do with the ex- 
piring farm price supports, 
terminating at the end of 1954. 
Will the Administration decide 
to continue the costly farm pro- 
gram unchanged? Will it cut 
down farm subsidies in an elec- 
tion year? Or will it have a 
brand new scheme? 


There is no idea as to what 
will be done about this, yet ac- 
tion must be taken. While this 
is a subject for the committees 
on agriculture, it is bound to be 
a subject of great debate, occu- 
pying days and probably weeks 
on the floors of both houses. 


Finally, there is the subject 
of raising postal rates. This has 


always been a difficult ques- 
tion, and it is particularly em- 
barrassing in an election year. 


So maybe the Administration 
may try to get some of this out 
of the way in a special session. 
Maybe the leaders can contem- 
plate their problem and stop 
doping themselves up into 
thinking they can get a pro- 
gram of such magnitude 
through. 


All these issues are promised 

consideration when the Admin- 
istration lacks a working ma- 
jority in Congress. 


(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 


Cites Growth Quality 
Of Drug Company Stks. 


Harry J. Loynd, President of 
Parke, Davis & Company, tells 
San Francisco Security Analysts 
drug company stocks will con- 
tinue to be good investments. 


Addressing the San Francisco 
Society of Security Analysts at a 
luncheon in the St. Francis Hotel 
on Aug. 21, Harry J. Loynd, Presi- 
dent of Parke, 
Davis & Com- 
pany declared, 
“Drug com- 
pany stocks 
have been, 
and will con- 
tinue to be, 
good invest- 
ments — but 
for long-term, 
not specula- 
tion.” He 
pointed out 
that some in- 
vestors, seek- 
ing to make 
quick profits 
in drug stocks had suffered losses 
during the current period of read- 
justment in the pharmaceutical 
industry. 

“Those who have bought drug 
stocks on a long-term basis are 
not concerned with. temporary 
fluctations and have every reason 
to expect to wind up with satis- 
factory returns,” he added. 

“Other kinds of businesses may 
fall off, but—good times or not so 
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good — people will always find 
money to buy good health.” 

Mr. Loynd, whose 86-year-old 
firm manufactures a full line of 
medicinal products, said “well- 
managed” companies spread re- 
search and production costs over 
many new items. 

“The pharmaceutical industry is 
one of the most interesting of all 
industries, because—at any time— 
a new discovery can cause great 
changes. 

“Think, for example, what will 
happen when our research scien- 
tist find the answers to cancer, 
heart disease and polimyelitis, as 
they will. From a business stand- 
point, these developments will 
mean new products which will 
add appreciably to drug stock 
values.” 

Mr. Loynd pointed out that his 
company has been dedicated to 
fundamental scientific investiga- 
tion since its earliest days, when 
expeditions were sent to the West 
Indies, South America and other 
far-off places in search of new 
drugs of natural origin. As early 
as 1902, Parke-Davis erected the 
first laboratory constructed by a 
commercial firm specifically for 
research activities. 

“Today a research staff num- 
bering 400 continues to search for 
new drugs,” Loynd said, “and our 
current research activities extend 
into all the important fields of 
medicine and pharmacy.” 

He declared the present intense 
competition among pharmaceuti- 
cal companies “is all to the good 
of everybody concerned.” 

There are increasing opportuni- 
ties overseas for American com- 
panies, “not only in sales of our 
currént products but in research 
for new one,” the speaker added. 

“Our scientists are the first to 
tell you we don’t have all of the 
world’s research brains in this 
country,” he said, disclosing that 
Parke-Davis has improved its fa- 
cilities, or is planning new plants 
and branches in England, Bel- 
gium, Australia, Venezuela, Italy, 
the Philippine Islands, Mexico, 
Argentina, Chile, South Africa 
and India. 

“The pharmaceutical industry 
has grown phenomenally in the 
past 15 years,” he concluded. “But. 
we've only started to grow,” Mr. 
Loynd added. 


With A. W. Morris Co. 


(Special to Tue Financtrat Caronicie) 

BEVERLY HILLS, Calif.— 
Richard H. Harper has become 
affiliated with A. W. Morris & 
Co., $380 Santa Monica Boulevard, 
members of the New York and 
Los Angeles Stock Exchanges. He 
was previously with First Cali- 
fornia Company. 


Francis I. du Pont Adds 


(Special to Tue Frinancrat Caronicie) 

PASADENA, Calif. — Gerard 
Hawkins, Jr. is now affiliated 
with Francis I. du Pont & Co., 
723 East Green Street. 
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